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Omnibus Budget Reconciliation Act of 1987 and by the
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foundations.
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T.D. 8685, page 4.
Final regulations under section 6302 of the Code relate
to deposits of excise taxes.
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This procedure describes the application procedures for
becoming an acceptance agent for purposes of facilitat-
ing the issuance of certain taxpayer identifying numbers,
and the requisite agreement that an acceptance agent
must execute with the Internal Revenue Service.



Mission of the Service

The purpose of the Internal Revenue Service is to
collect the proper amount of tax revenue at the least
cost; serve the public by continually improving the

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to
administer the Internal Revenue Code. Tax policy
for raising revenue is determined by Congress.

With this in mind, it is the duty of the Service to
carry out that policy by correctly applying the laws
enacted by Congress; to determine the reasonable
meaning of various Code provisions in light of the
Congressional purpose in enacting them; and to
perform this work in a fair and impartial manner,
with neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the
Code. It is the responsibility of each person in the
Service, charged with the duty of interpreting the
law, to try to find the true meaning of the statutory
provision and not to adopt a strained construction in
the belief that he or she is “protecting the revenue.”
The revenue is properly protected only when we as-
certain and apply the true meaning of the statute.

quality of our products and services; and perform in a
manner warranting the highest degree of public
confidence in our integrity, efficiency and fairness.

The Service also has the responsibility of applying
and administering the law in a reasonable,
practical manner. Issues should only be raised by
examining officers when they have merit, never
arbitrarily or for trading purposes. At the same
time, the examining officer should never hesitate
to raise a meritorious issue. It is also important
that care be exercised not to raise an issue or to
ask a court to adopt a position inconsistent with
an established Service position.

Administration should be both reasonable and
vigorous. It should be conducted with as little
delay as possible and with great courtesy and
considerateness. It should never try to overreach,
and should be reasonable within the bounds of law
and sound administration. It should, however, be
vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax
devices and fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instru-
ment of the Commissioner of Internal Revenue for
announcing official rulings and procedures of the Inter-
nal Revenue Service and for publishing Treasury Deci-
sions, Executive Orders, Tax Conventions, legislation,
court decisions, and other items of general interest. It is
published weekly and may be obtained from the Superin-
tendent of Documents on a subscription basis. Bulletin
contents of a permanent nature are consolidated semi-
annually into Cumulative Bulletins, which are sold on a
single-copy basis.

It is the policy of the Service to publish in the Bulletin all
substantive rulings necessary to promote a uniform
application of the tax laws, including all rulings that
supersede, revoke, modify, or amend any of those
previously published in the Bulletin. All published rulings
apply retroactively unless otherwise indicated. Proce-
dures relating solely to matters of internal management
are not published; however, statements of internal
practices and procedures that affect the rights and
duties of taxpayers are published.

Revenue rulings represent the conclusions of the Ser-
vice on the application of the law to the pivotal facts
stated in the revenue ruling. In those based on positions
taken in rulings to taxpayers or technical advice to
Service field offices, identifying details and information
of a confidential nature are deleted to prevent unwar-
ranted invasions of privacy and to comply with statutory
requirements.

Rulings and procedures reported in the Bulletin do not
have the force and effect of Treasury Department
Regulations, but they may be used as precedents.
Unpublished rulings will not be relied on, used, or cited
as precedents by Service personnel in the disposition of
other cases. In applying published rulings and proce-
dures, the effect of subsequent legislation, regulations,

court decisions, rulings, and procedures must be consid-
ered, and Service personnel and others concerned are
cautioned against reaching the same conclusions in
other cases unless the facts and circumstances are
substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on
provisions of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows:
Subpart A, Tax Conventions, and Subpart B, Legislation
and Related Committee Reports.

Part Ill.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and
Subparts. Also included in this part are Bank Secrecy
Act Administrative Rulings. Bank Secrecy Act Administra-
tive Rulings are issued by the Department of the
Treasury’s Office of the Assistant Secretary (Enforce-
ment).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemak-
ing and the disbarment and suspension list included in
this part, none of these announcements are consoli-
dated in the Cumulative Bulletins.

The first Bulletin for each month includes an index for
the matters published during the preceding month.
These monthly indexes are cumulated on a quarterly and
semiannual basis, and are published in the first Bulletin
of the succeeding quarterly and semi-annual period,
respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents U.S. Government Printing Office, Washington, D.C. 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 6302.—Mode or Time of The proposed regulations are adopted d3rafting Information
Collection revised by this Treasury decision and The principal author of these regula-
26'CFR 40.6302(c)-1: Use of Government deposi:f-ahr(; fgggiggndmg temporary regl‘”atlonﬁons is Ruth Hoffman, Office of Assis-
taries. ' tant Chief Counsel (Passthroughs and
Explanation of Revisions Special Industries). However, other per-
T.D. 8685 P ! Vst sonnel from the IRS and Treasury De-
DEPARTMENT OF THE TREASURY Thg temporary regulations providepartment participated in their develop-
Internal Revenue Service rules |mplementlng the chang_es made.b;nent.
the Act in a separate regulations section ok % % %
26 CFR Parts 40, 48, 49, 301, 601, and 602 (g 40,6302(c)-5T). Instead of finalizing
that section, this document incorporategdoption of Amendments to the
[TD 8685] .
the am_endrr_lents made by the temporarfgegulations
RIN 1545-AT25 reguiations to the toxt of 88 406302 accordingly, 26 CFR parts 40, 48, 49,
. . (€)1 throug ' (c)—-4. 301, 601, and 602 are amended as
Deposits of Excise Taxes To reflect changes in technology, thefo”OWS'
AGENCY: Int | R Servi 14-day rule under § 40.6302(c)-4 is '
RS Tre nternal Revenue  SevIC€ amended to apply to deposits made bpaART 40—EXCISE TAX
(IRS), Treasury. electronic funds transfer. ~ PROCEDURAL REGULATIONS
ACTION: Final regulations. In addition, the rules set forth in

. 88 601.104(a)(5) and 601.403(c)(2), re- Paragraph 1._ The authority citation
SUMMARY: This document contains fi- lating to persons required to collect andOr Part 40 continues to read in part as
nal regulations relating to deposits Ofyay “over tax, have been combinedfollows:
excise taxes. These regulations reﬂe&vised, and moved to part 49 as Authority: 26 U.S.C. 7805 * * *

changes to the law made by the Urug 49 4291-1. Par. la. Section 40.6011(a)-1 is
guay Round Agreements Act and affect amended as follows:

persons required to make deposits Okemoval of Obsolete Regulations; 1. Paragraph (c) is amended by add-
excise taxes. This document also reamendments to Table of OMB Control ing a sentence to the end of the para-
moves obsolete excise tax regulationsyymbers graph.

. 2. Paragraph (d) is removed.
EFFECTIVE DATE: November 12, This document removes obsolete ex- The addition reads as follows:

1996 cise tax regulations under part 601 and
FOR FURTHER INFORMATION Obsolete cross-references under part 30§. 40.6011(a)-1 Returns.

CONTACT: Ruth Hoffman, (202) 622— Also removed are obsolete regulations R,
3130 (not a toll-free number). relating to matters now under the juris- ) « « » For provisions relating to

diction of the Bureau of Alcohol, To- ,pjinations of a person required to col-
SUPPLEMENTARY INFORMATION:  bacco, and Firearms (ATF). Generallyyo t“anq pay over facilities and services

regulations pertaining to ATF procedural,,, .: _ :
Background rules are in 27 CFR parts 70 and 71§;I<g|stirtaxes, see § 49.4291-1 of this

The Uruguay Round Agreements Act, Ir?ouzdde'g?r?és t?r']S tﬁ: c_LF;nb?gt O?pgﬁ%s Par. 2. Section 40.6011(a)-2(b)(2) is
of 1994 amended sections 6302(e) anﬁlaumbers contained in bart 602 amended by removing the reference
(f) (relating to deposits of excise taxes). P ' “8 40.6302(c)—1(e)(2)”. and adding
As amended, effective January 1, 199 “§ 40.6302(c)-1(f)(2)” in its place.
these provisions require an additiona Par. 3. Section 40.6302(c)-1 is
deposit in September of each year of all It has been determined that this Trea@mended as follows:
excise taxes except those imposed byury decision is not a significant regula- 1. Paragraph (a) is amended by re-
section 4261 or 4271 (relating to airtory action as defined in EO 12866.moving the parenthetical “(relating to
transportation). The taxes imposed byrherefore, a regulatory assessment is né@xes imposed on gasoline by section
sections 4261 and 4271 are scheduled tequired. It also has been determined¢081)” from the last sentence and add-
expire on December 31, 1996. If thosehat section 553(b) of the Administrative!ng “(relating to section 4081 taxes)” in
taxes are reinstated, they will be subjedProcedure Act (5 U.S.C. chapter 5) andts place.
to the new deposit provisions beginninghe Regulatory Flexibility Act (5 U.S.C. 2. Paragraph (b)(1)(i) is amended by
on January 1, 1997. chapter 6) do not apply to these regularemoving the reference “paragraph (e)”

Temporary regulations (T.D. 8616tions, and, therefore, a Regulatory Flexand adding “paragraph (f)” in its place.
[1995-2 C.B. 263]) were published inibility Analysis is not required. Pursuant 3. Paragraph (b)(1)(ii) is removed and
the Federal Register on August 29, to section 7805(f) of the Internal Rev-paragraph (b)(1)(iii) is redesignated as
1995 (60 FR 44758), along with aenue Code, the notice of proposedparagraph (b)(1)(ii).
notice of proposed rulemaking (PS—8—-9%ulemaking preceding these regulations 4. Paragraph (b)(5)(ii) is removed and
[1995-2 C.B. 506]) cross-referencingwas submitted to the Chief Counsel foparagraph (b)(5)(iii) is redesignated as
the temporary regulations (60 FRAdvocacy of the Small Business Admin-paragraph (b)(5)(ii).

44788). No written comments were redstration for comment on its impact on 5. Newly designated paragraph
ceived and no public hearing was heldsmall business. (b)(5)(ii) is amended by removing the
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reference “paragraph (e)(3)” and addingmust be made by September 29. Theeflect the different deposit periods in

“paragraph (f)(3)” in its place. deposit required for the period endingaccordance with the following table:
6. Paragraph (b)(6)(ii) is amended bySeptember 30th must be made at the Generally

removing the language “paragraphtime prescribed in paragraph (b)(6)(i) of applicable

(b)(6)(_iii) of this. section (relating to this section for making d_epo;its for the  ¢-ctions and Modifications for

deposns'of qesolme tax for September) second semimonthly period in Septem- percentage non-EFT depositors

and adding “paragraph (e) of this sec-ber.

tion (relating to deposits of 9-day rule (ii) Due date on Saturday or Sunday11/15 10/15
taxes for September)” in its place. A deposit that would otherwise be duell/90 10/90
7. Paragraph (b)(6)(ii) is removed.on September 29 must be made b¥9.67 percent 63.33 percent

8. Paragraphs (c)(2)())(A) and (c)(2)September 28 if September 29 is a
(iif)(B) are amended by removing theSaturday and by September 30 if SeprS
parenthetical “(16.67 percent)”. tember 29 is a Sunday.

9. Paragraph (c)(2)(iv) is removed. (4) Safe harbor rule based on look- ; ;

10. Paragraph (c)(3)(iii) is removedback quarter liability The safe harbor Eecgggtigﬁ%z%rlfr?iz?':f ' :&ées;gp?z:eg
and paragraph (c)(3)(iv) is redesignatedule in paragraph (c)(2)(i) of this sectiong) apolies beginnin Je{nuar pl %99p7
as paragraph (c)(3)(iii). does not apply to 9-day rule taxes for( PP 9 9 y & '

11. Paragraph (g) is removed. the third calendar quarter unless— o :

12. Paragraphs () and (f) are redes- (i) The deposit of 9-day rule taxes for Par. 4. Section 40.6302(c)-2 s
ignated as paragraphs (f) and (g), rethe period September 16th-26th is nogmended as follows:
spectively, and a new paragraph (e) itess than 11/90 of the net tax liability  1- Paragraphs (b)(2)()(A) and (b)(2)
added. reported for 9-day rule taxes for the(i)(B) are amended by removing the

13. Newly designated paragraphook-back quarter; and parenthetical (16'67 perc_ent) :

((3)(ii) is amended by removing the (i) The total deposit of 9-day rule 2: Paragraph (c) is revised.
reference “paragraph (€)(3)” and addingtaxes for the second semimonthly period 1N€ revision reads as follows:
“paragraph (f)(3)” in its place. in September is not less than 1/6 of th .

The addition reads as follows: net tax liability reported for 9-day rule% o‘t/%?ngrggg?_dze Sopsei}tgfilcla Sruﬁ?(j];r g:c?tig;

taxes for the look-back quarter. 4681 P
§ 40.6302(c)-1 Use of Government de- (5) Safe harbor rule based on current '

(7) Effective date This paragraph (e)
effective August 1, 1995, for all 9-day
rule taxes except those imposed by

positaries. liability. The safe harbor rule of para- L R
ek xx graph (c)(3)(i) of this section does not (C) Special rules for Septembei(1)
(e) Special rules for Septembei(1) apply to 9-day rule taxes for the thirdDeposits requiredin the case of depos-
Deposits requiredin the case of depos- calendar quarter unless— its of 30-day rule taxes for the first

its of 9-day rule taxes for the second (i) The deposit of 9-day rule taxes forsemimonthly period in September, sepa-
semimonthly period in September, sepathe period September 16th-26th is notate deposits are required for the period
rate deposits are required for the periotess than 69.67 percent of the net taypeptember 1st-11th and the period Sep-
September 16th-26th and the periodiability for 9-day rule taxes for the tember 12th-15th.

September 27th-30th. second semimonthly period in Septem- (2) Amount of depositThe deposits
(2) Amount of depositThe deposits ber; and of 30-day rule taxes for the period
of 9-day rule taxes for the period Sep- (ii) The total deposit of 9-day rule September 1st-11th and the period Sep-
tember 16th-26th and the period Septaxes for the second semimonthly periodember 12th-15th must be not less than
tember 27th-30th must be not less thain September is not less than 95 perceribe amount of net tax liability for 30-
the amount of net tax liability for 9-day of the net tax liability for 9-day rule day rule taxes incurred during the re-
rule taxes incurred during the respectivgaxes for that semimonthly period. spective periods. The net tax liability
periods. The net tax liability incurred (6) Persons not required to use elecincurred during these periods may be

during these periods may be computedonic funds transfer In the case of a computed by—
by— person that is not required to deposit (i) Determining the amount of net tax
(i) Determining the amount of net taxexcise taxes by electronic funds transfeliability incurred during the first semi-
liability reasonably expected to be in-(a non-EFT depositor), the rules of thismonthly period in September (or, if
curred during the second semimonthlyparagraph (e) apply with the following semimonthly liability is computed by
period in September; modifications: dividing monthly liability by two, the
(i) Treating 11/15 of that amount as (i) The periods for which separateamount reasonably expected to be in-
the net tax liability incurred during the deposits must be made are Septembetirred);
period September 16th-26th; and 16th-25th and September 26th-30th. (ii) Treating 11/15 of that amount as
(i) Treating the remainder of the (ii) The deposit required for the pe-the net tax liability incurred during the
amount determined under paragraphiod beginning September 16th must bgeriod September 1st-11th; and
(e)(2)()) of this section (adjusted tomade by September 28. A deposit that (iii) Treating the remainder of the
reflect net tax liability actually incurred would otherwise be due on Septembeamount determined under paragraph
through the end of September) as th@8 must be made by September 27 ifc)(2)(i) of this section (adjusted, if that
net tax liability incurred during the September 28 is a Saturday and bgmount is based on reasonable expecta-
period September 27th-30th. September 29 if September 28 is dions, to reflect net tax liability actually
(3) Time to deposit(i) In general Sunday. incurred through the end of September)
The deposit of 9-day rule taxes required (iii) The generally applicable frac- as the net tax liability incurred during
for the period beginning September 16thions and percentage are modified tdhe period September 12th-15th.
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(3) Time to deposit—(i) In general be made by September 27 if SeptembeBeptember 28 if September 29 is a
The deposit required for the period28 is a Saturday and by September 29 Baturday and by September 30 if Sep-
beginning September 1st and the deposBeptember 28 is a Sunday. tember 29 is a Sunday.
for the second semimonthly period in (iii) The generally applicable frac- (3) Amount of depositThe deposits
August must be made by September 23ions and percentage are modified tmf alternative method taxes required for
The deposit required for the periodreflect the different deposit periods inthe period September 1st-11th and the
ending September 15th must be made aiccordance with the following table:period September 12th-15th must be not
the time prescribed in paragraph Generally less than the amount of alternative
(b)(2)(i) of this section for making de- applicable method taxes charged during the respec-
_posits for the first semimonthly period  4ctions and Modifications for  five periods. The amount .of alternative'
in September. percentage non-EFT depositors method taxes charged during these peri-

(i) Due date on Saturday or Sunday ods may be computed by—
A deposit that would otherwise be duell/15 10/15 (i) Determining the net amount of
on September 29 must be made by1/90 10/90 alternative method taxes reflected in the
September 28 if September 29 is #9.67 percent 63.33 percent separate account for the first semi-

Saturday and by September 30 if Sep- (7) Effective date This monthly period in September (or one-
. paragraph (c) .

ter&t);eégf% |i;b80urn;jua|1g. based on Iook—iS effective August 1, 1995, &ag];hgzi Egiesn erteazrgr?;t?lt ?afx zzﬁreréa:g/ebe
back quarter liability The safe harbor Par. 5. Section = 40.6302(c)-3 iSreflected in the separateyaccgunt for the
rule of paragraph (b)(2)(i) of this sectionamended as follows: L month of September);

does not apply for the third calendar_ - '™ Paragraph (b)(1)(i), first sen- o ing 11/15 of that amount as

tence, the language “deposits to” is :
guarter unless— p . . “the amount of taxes charged during the
(i) The deposit of 30-day rule taxes.rtem?;gg and “deposits of” is added Inperiod September 1st-11th; and

for the period September 1st-11th is not> P ) h (b f (i) Treating the remainder of the
less than 11/90 of the net tax liability 2. In paragrap ( ),,(3.)' Irst sentence, mount determined under paragraph
reported for 30-day rule taxes for the,t‘zle 'Ianglia.ge dgugna IS rlemoved and(f)(3)(i) of this section (adjusted, if that
look-back quarter; and uring a" Is added In Its place. amount is based on reasonable expecta-

(i) The total deposit of 30-day rule 3 Paragraphs (f) and (g) are redesigggns 1o reflect actual taxes charged
nated as paragraphs (g) and (n), respefrq,gh the end of September) as the

taxes for the first semimonthly period in . !
September is not less than 1/6 of the ndfvely, and a new paragraph (f) is addedymount charged during the period Sep-

tax liability reported for 30-day rule = 4 In newly designated para“gra_ph (Ntember 12th-15th.

taxes for the look-back quarter. first sentence, the language “This sec- (4) safe harbor rule based on look-
(5) Safe harbor rule based on currenttion” is removed and “Except as other-pack quarter liability The safe harbor

liability. The safe harbor rule of para-WiS€ provided, this section” is added inyyje of § 40.6302(c)-1(c)(2)(i) does not

graph (b)(3) of this section does nottS Place. _ apply for the fourth calendar quarter
apply for the third calendar quarter The addition reads as follows: unless—
unless— (i) The deposit for alternative method

(i) The deposit of 30-day rule taxes§ 40.6302(c)-3 Special rules for use 0{axes charged during the period Septem-

for the period September 1st-11th is no)g:overnment depositaries under chaptefa 15t 11th is not less than 11/90 of the
less than 69.67 percent of the net tax~" net tax liability reported for alternative

liability for 30-day rule taxes for the A method taxes for the look-back quarter;
first semimonthly period in September; (f) Special rules for Septembei(1) and
and Deposits requiredin the case of alterna- (i) The total deposit for alternative

(i) The total deposit of 30-day rule tive method taxes charged (that is, inmethod taxes charged during the first
taxes for the first semimonthly period included in amounts billed or tickets sold)semimonthly period in September is not
September is not less than 95 percent afuring the first semimonthly period inless than 1/6 of the net tax liability
the net tax liability for 30-day rule taxes September, separate deposits are reeported for alternative method taxes for

for that semimonthly period. quired for the taxes charged during thehe look-back quarter.
(6) Persons not required to use elecperiod September 1st-11th and the pe- (5) Safe harbor rule based on current
tronic funds transfer In the case of a riod September 12th-15th. liability. The safe harbor rule of

person that is not required to deposit (2) Time to depos#(i) In general § 40.6302(c)-1(c)(3)(i) does not apply
excise taxes by electronic funds transfefhe deposit required for alternativefor the fourth calendar quarter unless—
(a non-EFT depositor), the rules of thismethod taxes charged during the period (i) The deposit for alternative method
paragraph (c) apply with the following beginning September 1st must be madexes charged during the period Septem-
modifications: by September 29. The deposit requiretber 1st-11th is not less than 69.67

(i) The periods for which separatefor alternative method taxes chargegercent of the alternative method taxes
deposits must be made are Septembeuring the period ending Septembecharged during the first semimonthly
1st-10th and September 11th-15th. 15th must be made at the time preperiod in September; and

(i) The deposit required for the pe-scribed in paragraph (c) of this section (i) The total deposit for alternative
riod beginning September 1st and thdor making deposits for the first semi-method taxes charged during the first
deposit required for the second semimonthly period in October. semimonthly period in September is not
monthly period in August must be made (i) Due date on Saturday or Sundayless than 95 percent of the alternative
by September 28. A deposit that wouldA deposit that would otherwise be duemethod taxes charged during that semi-
otherwise be due on September 28 musin September 29 must be made bynonthly period.
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(6) Persons not required to use elec- (a) Overview This section sets forth § 48.4083-1 [Amended]
tronic funds transfer In the case of a a special rule for deposits of taxes . .
person that is not required to depositmposed by section 4081. * * * mPanrd le. fSI(Iathvlo.n 48.4083-1 is
excise taxes by electronic funds transfer % x %k a 1e Ine gfa Orao hs.(b)(l) introductor
(a non-EFT depositor), the rules of this (d) Special rules for Septembebe- - N paragrap oy

. ; ! text, first sentence, the reference “sec

paragraph (f) apply with the following posits of 14-day rule taxes for thejg, 6714(a)" is removed and “section
modifications: _ second semimonthly period in Septemg7155)" is added in its place

(I) The taxes for which separate deber must be made in the manner pre- 2. In paragraph (d)(1) sécond sen-
posits must be made are the taxescribed by § 40.6302(c)-1(e) appliedence, the reference “section 6714" is
charged during the periods Septembauith the following modifications: removed and “section 6715” is added in

1st-10th and September 11th-15th. (1) Each reference to 9-day rule taxegg place
(i) The deposit required for taxesis treated, instead, as a reference to '
charged during the period beginningl4-day rule taxes. § 48.6427-7 [Removed]

September 1st must be made by Sep- (2) The deposit required for the pe- _ )
tember 28. A deposit that would other-riod ending September 30th must be Par. 11. Section 48.6427—7 is re-
wise be due on September 28 must bmade at the time prescribed in paraMoved.

made by September 27 if September 28raph (b) of this section (rather than a .

is a Saturday and by September 29 ithe time prescribped in § 40.6302(0)—48457'%1‘;_1 [Redesignated as
September 28 is a Sunday. 1(b)(6)(i)). ' -1]

(i) The generally applicable frac- ok x o« Par. 12. Section 48.6714-1 is redesig-
tions and percentage are modified to nated as § 48.6715-1.
reflect the different deposit periods in§ 40.6302(c)-5T [Removed] Par. 13. In newly designated
accordance with the following table: .. - gaction 40.6302(C)-5T is re8 48.6715-1, the first and second sen-

Generally moved tences of paragraph (a) introductory text

applicable ' are amended by removing the reference
fractions and  Modifications for ~ § 40.9999-1 [Amended] ;57616;'(3;1” ?n7i1t§(g|);c2nd adding “section
percentage  non-EFT depositors  p,. g section 40.9999-1 is amended '

11/15 10/15 as follows: PART 49—FACILITIES AND
11/90 10/90 1. Example {iii) is amended by re- SERVICES EXCISE TAXES
69.67 percent 63.33 percent Er;;)vir(lg)(tzf;)e" r;?]rden&tlge(zjtilgal ((§§ 440066330022- Par. 14. The authority citation for
(7) Effective date This paragraph (f) (©)-1(H(2))" in its place.g ' part 49 continues to read as follows:
is effective August 1, 1995, for all taxes™ ") £y mple 3is amended by: Authority: 26 U.S.C. 7805.
Par. 1l4a. Subpart F, consisting of

except those imposed by section 4261 or : s
4271. For taxes imposed by section Removing the language “diesels 4q 4591 1 “is added to read as fol-

> .~ tuel” and adding “aviation fuel” in its :
4261 or 4271, this paragraph (f) applie - - - lows:
beginning January 1. 1007, Dlace in the following locations:

i. Example 3heading. Subpart F—Collection of Tax By
ox e ii. Example §)(1), each time it ap- persons Receiving Payment
Par. 6. Section 40.6302(c)-4 ispears in the first sentence.
amended as follows: iii. Example )(1), second and third § 49.4291-1 Persons receiving payment
1. Paragraph (a) is amended by revisS€ntences. . must collect tax.
ing the first sentence and removing the V. Example 8)(4), second sentence. Except as otherwise provided in sec-

second sentence. : v. Example &i), fourth and seventh tion 4263(a), every person receiving any
2. Paragraph (b)(1) is amended byentences. , payment for facilities or services on
removing the language ‘transfer be- Vi. Example gii), third sentence. /.G " "\ ic imposed upon the payor
tween accounts with the same Govern- Vii. Example 8iv), second sentence., .. ¢ nder chapter 33 shall collect
ment depositary” in the first sentence b. In Example ii), second sentence, 1o amount of the tax from the person
and adding “electronic funds transfer” removing the parenthetical “(8 40'6302'making that payment. Under section
in its place. (€)-1(e)(3))" and adding “(§ 40.6302- 7501 5| taxes collected in this manner
3. Paragraph (d) is redesignated a)-1(1)(3))"in its place. are held by the collecting agent in trust
paragraph (e) and a new paragraph (d ART 48— MANUFACTURERS AND  ToF the United States. If the person from
is added. ETAILERS EXCISE TAXES whom the tax is required to be collected
4. Newly designated paragraph (e) i5 L refuses to pay it or if for any reason it
amended by removing the language P2~ 9- The authority citation for part; o qipie For the collecting agent to
“Highway Act” and adding “Highway 48 conthugs to read in part*af fonows'collect the tax from that person, the
Revenue Act” in its place. Authority: 26 U.S.C. 7805 collecting agent is required to report to
The revision and addition read aSg 48.4082—2 [Amended] the district director the name and ad-
follows: dress of that person, the nature of the
Par. 9a. In 8§ 48.4082-2, paragrapliacility provided or service rendered, the
§ 40.6302(c)-4 Special rule for use of(a) is amended by removing the referamount paid therefor, and the date on
Government depositaries under sectiomnce “section 6714" and adding “sec-which paid. Upon receipt of this infor-
4081. tion 6715” in its place. mation the district director will proceed
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against the person to whom the facilitieg 301.7232-1 [Removed] § 601.203 [Amended]

were provided or the services rendered . .
to assert the amount of tax due, afford- Par. 23. Section 301.7232-1 is re- Par. 30. In § 601.203, paragraph

ing that person the same district confer-" oved. (sae)r(ltlgnlseamended by removing the last
ence, protest, and appellate rights as age 301.7328-1 [Removed] '

available to other excise taxpayers. In

addition, when a field or office audit of Par. 24. Section 301.7328-1 is reSubpart C [Removed and Reserved] .
a collecting agent’s records, or of amoved. Par. 31. Subpart C of part 601 is

removed and reserved.
Par. 32. The heading for subpart D of
part 601 is revised to read as follows:

taxpayer's records, discloses that th
collecting agent failed during prior re%g%EGEODlLI?iII—_A;ETES\IT OF

porting periods to collect taxes due, thé3

district director may assert those taxes Par. 25. The authority citation for o )
directly against the person to whom theyart 601 continues to read as followsSubpart D—Provisions Special to
facilities were provided or the services Authority: 5 U.S.C. 301 and 552. Cértain Employment Taxes 8§ 601.402

rendered, whether or not the collecting through 601.405 [Removed]

agent had attempted collection or thes 601.101 [Amended] Par. 33. Sections 601.402 through
erson liable for the tax had refused . . ; . '

Bayment thereof Par. 25a. Section 601.101 is amendefi01.405 are removed.

’ as follows:
PART 301—PROCEDURE AND 1. Paragraph (b) is amended by re—Sprart‘J [Removed]
ADMINISTRATION moving the seventh sentence and the par 34, Subpart J of part 601 is
last sentence. removed.

Par. 15. The authority citation for 2. Paragraph (c) is removed.
part 301 continues to read in part as Par. 26. Section 601.102 is amende@ART 602—OMB CONTROL

follows: as follows: NUMBERS UNDER THE
Authority: 26 U.S.C. 7805 * * * 1. Paragraphs (b)(2)(i) and (b)(2)(ii) PAPERWORK REDUCTION ACT
are revised. . o
301.6156-1 [Removed 2. Paragraphs (b)(2)(ii), (b)(2)(iv), Par 35. Th_e authority citation for
8 [ ] and (c) aregrempoveé.)( )i, ®)2)W) part 602 continues to read as follows:
moved. Par. 35a. In § 602.101, paragraph (c)
§ 601.102 Classification of taxes col-is amended by:
§ 301.6206-1 [Removed)] lected by the Internal Revenue Service. 1. Removing the following entries
Par. 16. Section 301.6206-1 is re- R oxx from the table:
* % %
moved. Eg; . § 602.101 OMB Control numbers.
88§ 301.6415-1 through 301.6421-1 and (i) Employment taxes. S
301.6423-1 [Removed] (if) Miscellaneous excise taxes col- (c) * * *

) lected by return.
Par. 17. Sections 301.6415-1 through

301.6421-1 and 301.6423—1 are re- * * * * * CFR part or section where Current OMB
moved. identified and described control No.
§ 601.104 [Amended] — -
§ 301.6675-1 [Removed] Par. 27. Section 601.104 is amended®®3----;--- oo 1545-0685
; : as follows:
Par. 18. Section 301.6675-1 is re- 48.4102-1. ... 1545-0023
moved 1. Paragraphs (a)(4) and (a)(5) are 1545-0725
Par . 19. The undesignated Cemerremoved. 48.4221-8 o 1545 0023
heading following § 301.6905-1 is re- 2- Paragraph (c)(4) is amended bygsp1 g 17 " 771711 1545-0023
vised to read as follows: removing the eighth and ninth sentences. A
48.6427—T7 ..., 1545-0143
; : § 601.201 [Amended] 1545-0162
Licensing k% % %
: Par. 28. In § 601.201, paragraph#8.6675-1................. 1545-0723
Par. 20. The undesignated centefay oy is amended by removing the las L
heading preceding § 301.7001-1 is rege)rgtgnce. y 9 201.7011—1*....;____*____;__ 1545-0123
moved. , 601104 ... ..ot 1545-0023
Par. 21. The undesignated centeg 601.202 [Amended] 1545-0233
heading preceding § 301.7011-1 is re- L
moved. Par. 29. In § 601.202, paragraphs01.201................... 1545-0819
(c)(1) is amended by removing the par-6 01,402 ooror o 1545 0014
§ 301.7011-1 [Removed enthetical “(other than the manufactur-7 - 2o 8
[ ] ers excise tax on firearms arising from601'403"'*'"';"";"';" 3545 0023
Par. 22. Section 301.7011-1 is reapplication of sections 4181 and 4182 of
moved. the Internal Revenue Code of 1954)”.
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2. Adding entries in numerical ordercer part or section where Current OMB

to the table to read as follows:

identified and described control No.
8 602.101 OMB Control numbers. 601.201................... 1545-0019
1545-0819
* * * * * * * * * *
(c) *x*=* 601401................... 1545-0257
- 601504 ................. .. 1545-0150
CFR part or section where Current OMB * * * * *
identified and described control No.
* * * * *
601104 . ... 1545-0233 Approved June 26, 1996.

Margaret Milner Richardson,
Commissioner of Internal Revenue.

Donald C. Lubick,
Acting Assistant Secretary of the
Treasury.

(Filed by the Office of the Federal Register on
November 8, 1996, 8:45 a.m., and published in the
issue of the Federal Register for November 12,
1996, 61 F.R. 58004)




Part Ill. Administrative, Procedural, and Miscellaneous

Weighted Average Interest Rate range of interest rates used to calculatBub. L. 103—465 (GATT).
Update current liability for the purpose of the The average yield on the 30-year
) full funding limitation of 8 412(c)(7) of Treasury Constant Maturities for Octo-
Notice 96-59 the Internal Revenue Code as amendeser 1996 is 6.81 percent.
Notice 88—73 provides guidelines forby the Omnibus Budget Reconciliation The following rates were determined
determining the weighted average interAct of 1987 and as further amended byfor the plan years beginning in the
est rate and the resulting permissibléhe Uruguay Round Agreements Actmonth shown below.

90% to 108% 90% to 110%
Month Year Weighted Average Permissible Range Permissible Range
November 1996 6.91 6.22 to 7.46 6.22 to 7.60
Drafting Information SECTION 2. BACKGROUND foreign partnership, a foreign trust, a

— . L . foreign estate, or any other person that
The principal author of this notice is — -
P b Section 301.6109-1(d)(3) of the In s not a U.S. person, the U.S. govern-

Donna Prestia of the Employee Plangome Tax Regulations (Regulations) .
Division. For further information regard- provides general procedures for obtainMent, or a U.S. state or the District of
ing this notice, call (202) 622-6076ing an ITIN which require the submis- COlumbia.

between 2:30 and 4:00 p.m. Eastergion of an application form (Form .04 Alien statusrefers to an individu-
time (not a toll-free number). Ms. W-7), together with documentation con-al’s status as a non- U.S. citizen or
Prestia’'s number is (202) 622-7377sidered as evidence of the alien indinon-U.S. national.

(also not a toll-free number). vidual's identity and alien status. Section 05 |dentity refers to the fact of being
301.6109-1(d)(2) of the Regulationsthe same individual as is represented,
provides general procedures for obtaing|aimed, or described.

26 CFR 301.6109-1: Guidance for qualification ; i i o ) .
as an acceptance agent, and execution of an'd an EIN which require the submis .06 TIN (taxpayer identifying num-

agreement between an acceptance agent and tiON Of an application form (Form Ss_ber) refers to both ITINs and EINs.
Internal Revenue Service relating to the issuancé), together with any supplementary

of certain taxpayer identifying numbers. statement as may be required. The regu-
Rev. Proc. 96.52 lations require an applicant for an ITINSECTION 4. ACCEPTANCE AGENT
Ve S or an EIN to furnish the information
CONTENTS required by the form, the accompanyin
SECTION 1. PURPOSE instructions, and any appllt_:able regula
tions. An applicant may either submit
SECTION 2. BACKGROUND the application form for an ITIN or an
SECTION 3. DEFINITIONS

SEGTION 4. ACCEPTANCE AGENT EIN directly to the IRS or, as provided

in 8§ 301.6109-1(d)(3)(iv) of the Regu-
SECTION 5. ACCEPTANCE AGENT -
AGREEMENT lations, apply for an ITIN or an EIN by

SECTION 6. CERTIEYING using an acceptance agent.

.01 Role of acceptance agenfl) In
eneral.The role of an acceptance agent
is to facilitate the application process
and the issuance of TINs to alien indi-
viduals and foreign persons. An accep-
tance agent performs this duty by for-
warding the completed Form W-7
(together with the required documentary
evidence) to the IRS, Philadelphia Ser-

ACCEPTANCE AGENT vice Center to obtain ITINs, or b
SECTION 7. EFFECTIVE DATE SECTION 3. DEFINITIONS forwarding the completed Form sS4
SECTION 8. PAPERWORK For purposes of this revenue proce{together with any supplementary state-
REDUCTION ACT dure, the terms listed below are definednent if required) to the IRS, Philadel-
SECTION 9. DRAFTING as follows. phia Service Center to obtain EINs, or
INFORMATION .01 An acceptance agernis a person by calling Tele—-TIN: (215) 574- 2400 to
(i.e., an individual or an entity) who, obtain EINs.
SECTION 1. PURPOSE pursuant to a written agreement with the (2) Certifying acceptance agentln

This revenue procedure describes thHRS, is authorized to assist alien indi-the case of obtaining an ITIN, if permit-
application procedures for becoming arviduals and other foreign persons inted under the agreement with the IRS, a
acceptance agent and the requisitebtaining ITINs or EINs from the IRS. person may assume greater responsibil-
agreement that an acceptance agent mush acceptance agent acting in its capadty as a certifying acceptance agent. In
execute with the Internal Revenue Serity as an acceptance agent does not attiat case, the acceptance agent may
vice (IRS). Persons may wish to becoma&s an agent of the IRS, nor is itreview the documentation required to
an acceptance agent for purposes afuthorized to hold itself out as an agenaccompany Form W-7 and certify to the
facilitating the issuance of (1) IRS indi- of the IRS. IRS that it has reviewed the required
vidual taxpayer identification numbers .02 An alien individual is an indi- documentation and to the best of its
(ITINs) to alien individuals who are vidual who is not a citizen or a nationalknowledge and belief, the documenta-
ineligible to obtain social security hum-of the United States. tion is authentic, complete, and accurate.
bers (SSNs), or (2) employer identifica- .03 A foreign personis a nonresident See section 6 of this revenue procedure
tion numbers (EINS) to foreign personsalien individual, a foreign corporation, afor further information.
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.02 Application process for accep- (iv) A list of the applicant's employ- tions necessary to insure proper admin-
tance agent.(1) Eligible persons.Per- ees who will be responsible parties foiistration of the process by which the
sons eligible to become acceptanceerformance under the acceptance agelRS issues TINs to alien individuals and
agents include, but are not limited to, aagreement, including their title and posiforeign persons.
financial institution defined in section tion description. (1) Procedures for providing TIN ap-
265(b)(5) of the Internal Revenue Code (v) A list of the offices or branches, plication forms An acceptance agent
(Code) or § 1.165-12(c)(1)(v) of theif any, intended to be covered by theshall agree to maintain a supply of Form
Regulations, a college or university thataigreement and their location, includingh—7 for obtaining ITINs, and of Form
is an educational organization defined immailing address. SS—4 for obtaining EINs from the IRS.
§ 1.501(c)(3)— 1(d)(3)(i) of the Regula- (vi) The business relationship the ap-The acceptance agent may use a substi-
tions, a federal agency defined in secplicant has with the persons whom ittute form that is approved by the IRS.
tion 6402(f) of the Code, and personsxpects to assist in obtaining TINs. For example, if the acceptance agent is
that provide professional assistance to (vii) An estimate of the number of a financial institution, the Form W-7 or
taxpayers in the preparation of their ta¥rorms W—7 and/or Forms SS-4 it exform SS—4 may be incorporated as part
returns. An eligible person may be apects to submit to the IRS per yearof an account opening package. In addi-

U.S. or a foreign person. (viii) The name and telephone num-tion, an acceptance agent shall agree to
(2) Pre-application conferencePrior per of a person the IRS can contacgend a Form W-7 to any individual
to submitting a formal application, aregarding the application. client or customer (who is not a U.S.

person interested in becoming an accep- (4) IRS review of application(a) Re- Citizen or national) that it knows, or has
tance agent may request a conferencguest for additional information. Uponreason to know, has been issued a
with the IRS, which may be held in review of the application, the IRS maytemporary tax identification number by
person or by telephone, to explore inforrequest additional information. the IRS, and to advise the client or
mally the benefits and burdens associ- (h) Determination and notification of customer of the need to replace the
ated with the role of an acceptancetatus. Upon completion of review oftemporary tax identification number
agent. Requests for pre-application conthe application, including any additionalwith an ITIN.
ferences should be directed to the Assisnformation submitted, the IRS will de- (2) Procedures for assisting in
tant Commissioner (International), Fortermine whether the applicant qualifiescompletion of TIN application form#n
eign Payments Division (telephoneip pecome an acceptance agent and wiicceptance agent shall agree to assist in
(202) 874-1800, not a toll-free number)notify the applicant of this determina-the preparation of the TIN application
(3) Written application (a) Where to tjon. If the applicant is approved as arform. For example, the acceptance agent
apply. A person may apply to become arycceptance agent, the IRS will provideshould make certain that every item
acceptance agent by submitting a writtefhstructions to the applicant regardingncluded on the application form has

request to: the procedures for entering into thePeen completed and should assist the
Assistant Commissioner acceptance agent agreement with th&/N applicant in understanding the in-
(International) IRS. formation required by the application
Foreign Payments Division CP:IN:- form. The acceptance agent should con-
OO:WT tact the IRS for assistance regarding any
950 L'Enfant Plaza South, SW ig(é‘llélé)'\lﬂ\lESN.TACCEPTANCE AGENT guestions about the forms, application
Washington, DC 20024 process, the requirement to have TINs,
FAX: (202) 874-1984 .01 In general An acceptance agentetc. that it cannot reasonably answer.

(b) Content of application. The appli-agreement described under 8 301.61099uestions regarding such matters should
cation shall indicate that the person isl(d)(3)(iv)(A) of the Regulations is anbe directed to the IRS at (215) 516-
requesting permission to execute amgreement between the IRS and a pefTIN (4846) (not a toll-free number).
agreement with the IRS pursuant tcson authorized by virtue of the agree- (3) Procedures for IRS communica-
§ 301.6109-1(d)(3)(iv) of the Regula-ment to act as an acceptance agent dion with acceptance agenfThe appli-
tions, and in accordance with this rev-behalf of an alien individual or a foreign cant's signature on the Form W-7 pro-
enue procedure. The application shalperson with respect to that individual'svides the power of attorney to the
include the information listed below. or person’s need to obtain an ITIN or anacceptance agent, authorizing communi-

(i) The applicant's complete name,EIN from the IRS. The Assistant Com-cation with the IRS regarding that par-
address, and EIN. If the applicant doesnissioner (International) shall sign theticular application only. The acceptance
not have an EIN, a completed Formagreement on behalf of the IRS. If theagent may act as an agent for the
SS-4 must be included to obtain suclacceptance agent is a person other thapplicant regarding any additional com-
number. an individual, the agreement must benunication necessary with the IRS in

(i) The reason that the applicantsigned by an authorized representativeonnection with the application form.
wishes to become an acceptance agerf the acceptance agent. However, IRS communication with an
and the type of responsibilities the ap- .02 Terms and procedureShe terms acceptance agent in connection with a
plicant expects to assume. of an acceptance agent agreement mdyorm SS—4 application requires that the

(i) A description of the applicant, vary depending upon such factors as thapplicant has furnished a power of attor-
including the entity status of the appli-nature of the applicant (e.g., bank, uniney (e.g., Form 2848) authorizing such
cant (e.g., bank, university, governmenversity, governmental agency, etc.) and@dommunication.
tal agency, etc.) and the state (or ifts location (i.e., inside the United States (4) Procedures for submitting TIN
outside the United States, the countrydr outside the United States). The accepmpplication forms An acceptance agent
under whose laws the applicant is cretance agent agreement will generallyshall agree to submit promptly the TIN
ated or organized. contain the following terms and condi-application forms or approved substitute
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forms (together with the required docu- (6) Procedures for assisting taxpayersnate is solely at the discretion of the
mentation for ITINs or the supplemen-with notification procedures in the eventparty giving such notice. However, the
tary statement, if required, for EINs) toof a change of alien statusWhen an IRS generally will not give notice of
the IRS at the mailing address for theacceptance agent knows that an inditermination unless the acceptance agent
Philadelphia Service Center included oryidual assigned an ITIN has becomaewillfully fails to comply with procedures
Form W=7 or Form SS—4, or the follow- €ligible to obtain (or has, in fact, ob-required by the agreement or to perform
ing street address (for registered of2ined) a SSN, such acceptance ageanhy duty or obligation required in the
certified mail): 11601 Roosevelt BNd',shaII agree to inform the individual of agreement (including failing to exercise
D.P. 426, Philadelphia, PA 19255. the obligation to (1) apply for a SSN, due diligence under the agreement) and
' ' . (2) stop using the previously- assignedguch failure constitutes material non-
.(5). Procedgres for collectmg and re- ITIN upon receipt of the new SSN, andcompliance. In addition, the IRS may
viewing required documentation for as-3y notify the IRS of this change ingive notice of termination where the
signment of an ITINA Form W=7 must gjien status. The acceptance agent's dugcceptance agent has misrepresented
be accompanied by documentary evigith respect to this matter shall applymaterial information given on its appli-
dence of alien status and identity. Theynly to the situation where the accep<ation to become an acceptance agent or
types of acceptable documentary evitance agent has a continuing businessn a TIN application. Further, notice of
dence may vary depending upon suckelationship with the individual. An alien termination may be given where the
factors as the ITIN applicant’s countryindividual may become eligible to ob-acceptance agent accepts a TIN applica-
of citizenship or nationality, the ITIN tain a SSN if, for example, such indi-tion with knowledge that material infor-
applicant’'s residency at the time of thevidual has become a U.S. citizen or amation on the form is false. The accep-
application (i.e., inside or outside thepermanent U.S. resident (i.e., “greertance agent may request that the IRS
United States), etc. The acceptanceard” holder), or is lawfully permitted reinstate the acceptance agent agreement
agent must review the applicant’s docuby INS to work in the United States.by submitting, within 30 days of receipt
mentation in order to determine whetheiThe ITIN holder’'s notification to the of the notice of termination, a written
the documentation is of a type whichIRS should state that the individualexplanation of how the acceptance agent
the IRS regards as reliable evidence oéither is eligible to have or has a SSNproposes to correct the violation and, if
alien status and identity. The acceptancand should include the individual’sappropriate, to modify its procedures to
agent agreement will specify the variousiame, address, previously-assigned ITIMnsure that such violation will not occur
types of documentary evidence that thand new SSN (if available), the currenin the future. The IRS shall accept or
acceptance agent should accept for sullate, and the individual's signature. Thigeject the request, or make a counterpro-
mission with Form W-7. Examples ofinformation may be provided to the IRSposal within 20 days of receipt of the
documentary evidence supporting alietoy FAX: (215) 516-3270 or by mail: request.
status (i.e., non-U.S. citizenship or naiRS, Philadelphia Service Center, ATTN:
tionality) include a foreign passport, alTIN Unit-D.P. 426, P.O. Box 447, SECTION 6. CERTIFYING
foreign birth record, or a current docu-Bensalem, PA 19020. Questions regardACCEPTANCE AGENT
ment issued by the Immigration anding this matter should be directed to
Naturalization Service (INS) in accor-(215) 516—ITIN (4846) (not a toll-free .01 General requirementsA certify-
dance with that agency’s regulationsnumber). ing acceptance agent is a person that is
Examples of documentary evidence sup- (7) Procedures for IRS verification of authorized under the agreement with the
porting identity include a driver’s li- compliance with acceptance ageniRS to submit a Form W-7 to the IRS
cense, identity card, school recordagreementThe acceptance agent agreeon behalf of an applicant, without hav-
medical record, marriage record, votement will specify the procedures bying to furnish supporting documentary
registration card, military registration which the IRS will verify the acceptanceevidence. Instead, when submitting a
card, passport, or a current documerdgent’s compliance with the agreement-orm W-7 to the IRS, a certifying
issued by INS in accordance with thatin particular, the procedures must enablécceptance agent certifies to the IRS
agency's regulations. Generally, onehe IRS to verify that the acceptancdhat it has reviewed the appropriate
piece of documentary evidence shouldgent has adequate procedures in effedpcumentation evidencing the ITIN ap-
contain a picture or photo identification.to assist applicants properly. The proceplicant's identity and alien status, and
Generally, ITIN applicants must submitdures also must enable the IRS to verif§hat it is maintaining a record of such
the required documentation during ahat the acceptance agent is complyingocumentation. In addition, the accep-
personal interview with the acceptancavith any record retention requirementgance agent must certify that to the best
agent. The agreement will generally rerelating to the issuance of TINs. Verifi- of its knowledge and belief, the docu-
quire that original (or certified copies of cation of compliance with the accep-mentation is authentic, complete, and
original) documentation be submitted tatance agent agreement does not consgccurate. As part of the certification, the
the IRS with Form W-7. All original tute an examination of the books andicceptance agent must describe the
documents will be returned promptly torecords of the acceptance agent. documentation upon which it is relying.
the acceptance agent (i.e., no later than (8) Procedures regarding termination The certification is not binding on the
3 business days from receipt of a comef acceptance agent agreemednn ac- IRS, which may, in appropriate cases,
plete application by the IRS, Philadel-ceptance agent agreement generally [€quest to see appropriate documentation
phia Service Center). Copies of originalnot subject to expiration and renewalbefore issuing an ITIN.
documents, if allowed to be submittedEither the acceptance agent or the IRS .02 Application process (1) Written
under the acceptance agent agreememhay terminate an agreement 30 dayapplication IRS permission to act as a
will not be returned to the acceptancefter delivery of notice of termination to certifying acceptance agent is condi-
agent. the other party. The decision to termi-tioned upon the acceptance agent's
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agreeing to verify documentation supiions necessary to insure proper admimish supporting documentary evidence
porting the identity and alien status ofistration of the process by which theto the IRS upon written request in such
an ITIN applicant, maintain certain IRS issues ITINs to alien individuals asmanner as the IRS and the acceptance
records, and submit certain informatiorare described in section 5.02 of thisagent will establish. In order to conduct
to the IRS upon request. As a result, imevenue procedure. The following termgeriodic compliance checks, the IRS
addition to the information required toare in addition to those outlined inmay rely on sampling techniques and/or
be submitted with an application tosection 5 above. verification (by random selection) with
become an acceptance agent as outlined(1) Procedures for collecting, review- ITIN recipients to assure reliability of
in section 4.02(3) of this revenue proceing, and maintaining a record of re- the acceptance agent's certifications
dure, an applicant to become a certifyquired documentation for assignment ofvhile ensuring the least amount of dis-
ing acceptance agent must also providan ITIN. A certifying acceptance agentruption and burden to the acceptance
the following information: agreement will describe the procedureagent. The acceptance agent agreement
(@) If an applicant relies on localby which the acceptance agent willwill specify the manner in which IRS
know-your-customer practices and proverify the identity and alien status ofcompliance checks will take place (i.e.,
cedures for identifying customers orlTIN applicants and submit a certifica-either on site or through correspon-
clients, and communicating with cus-tion to the IRS. To the extent possibledence). Where the acceptance agent re-
tomers or clients, then the applicanprocedures already in place to identifysides outside of the United States, in
must provide an explanation of thosepersons for local regulatory purposes oappropriate cases, assistance may be
practices and procedures, including (1as part of normal course of business wilbbtained from the tax authorities of the
the extent to which they are mandatedbe used to support the representationsountry where the acceptance agent re-
and verified under local law and regula-made by the acceptance agent regardirgides.
tions applicable at each location in-these matters. To the extent applicable,
tended to be covered by the agreememn acceptance agent may use documeg8gCTION 7. EFFECTIVE DATE
and (2) the penalties or sanctions thatation evidencing citizenship, nationality,
may apply under local law in the eventresidency, or immigration status to sup- This revenue procedure is effective on
of a failure to comply with such proce- port its determination of the alien statughe date of publication.
dures. Supporting documentation musdf ITIN applicants. The reliability of
be included. any documentation should be evaluate8ECTION 8. PAPERWORK
(b) Information regarding the antici- by the acceptance agent on the basis ®EDUCTION ACT
pated reason why customers or clientthe type of information stated on the . . .
need to apply for ITINs (e.g., nonresi-document, the source document, if any, 1n€ collections of information con-
dent alien ineligible for SSN, residentused to substantiate the information of@n€d in this revenue procedure have
alien ineligible for SSN, or U.S. per-the document, the issuance procedurdic®n reviewed and approved by the
son’s dependent ineligible for SSN).used, and the ease with which th ffice of Management and Budget in
(2) Pre-application conferencePrior document can be counterfeited. Wher@ccordance with the Paperwork Reduc-
to submitting a formal application, athe IRS determines that these requirel®n Act (44 U.S.C. 3507) under control
person interested in becoming a certifyments or practices are not sufficient, if"umber 1545-1499.
ing acceptance agent may request may require that additional procedures AN agency may not conduct or spon-
conference with the IRS, which may beand documentation be established. sor, and a person is not required to
held in person or by telephone. This The acceptance agent will agree thaf€Spond to, a collection of information
conference will provide an opportunityfor purposes of determining its compli-uniess the collection of information dis-
to address such matters as the scope afce with the acceptance agent agre®!ays a valid control number.
the agreement, corresponding obligationment, it will maintain a record of the The collections of information con-
that would arise under the agreement fodocumentation obtained and reviewedained in this revenue procedure are in
the applicant, and the nature of docupursuant to the obligations set forth insection 4.02(3), section 5.02(6), and sec-
mentation, record maintenance, and verthe agreement. If the acceptance agefien 6.02(1). This information is re-
fication procedures that would arise unhas a professional or business relatiorfiuired to assist the IRS in issuing TINs
der the agreement. Requests for preship with the ITIN applicant, the docu-to certain alien individuals and foreign
application conferences should bementation with respect to the ITIN ap-Persons. In addition, this information
directed to the Assistant Commissioneplicant shall be maintained for as longwill be used to enable the IRS to
(International), Foreign Payments Divi-as the ITIN applicant maintains such aletermine whether persons qualify as
sion (telephone: (202) 874-1800, not aelationship with the acceptance agerdcceptance agents. The collection of
toll-free number). and for a reasonable period, as prelnformation is required to obtain an
.03 Agreement The terms of a certi- scribed by the IRS in the agreementdcceptance agent agreement. The likely
fying acceptance agent agreement mayom the date such relationship ceasegéespondents are state or local govern-
vary from case to case depending upolf the acceptance agent does not have @€nts, business or other for-profit insti-
such factors as local laws and practiceqrofessional or business relationshigutions, federal agencies, and nonprofit
know-your-customer procedures, supemith the ITIN applicant, the documenta-Institutions.
visory controls, and the types of internation with respect to the ITIN applicant The estimated total annual reporting/
controls and recordkeeping procedureshall be maintained for three years afterecordkeeping burden is 41,006 hours.
in effect in the normal course of busi-presentation. The estimated average annual burden
ness of the certifying acceptance agent. (2) Procedures for IRS complianceper respondent/recordkeeper is 3 hours,
Generally, the acceptance agent agreehecks of certificationsA certifying ac- 12 minutes. The estimated number of
ment will contain the terms and condi-ceptance agent must also agree to furespondents/recordkeepers is 12,825.

13



The estimated annual frequency otial, as required by 26 U.S.C. 6103.ional). For further information regard-

responses is on occasion. ing the acceptance agent program,
Books or records relating to a collec-secTION 9. DRAFTING please contact Tom Logan of the Office

tion of information must be retained as;NEORMATION of the Assistant Commissioner (Interna-

long as their contents may become ma- tional) on (202) 874-1800 (not a toll-

terial in the administration of any inter- The principal author of this revenuefree number).
nal revenue law. Generally tax returngrocedure is Lilo A. Hester of the Office
and tax return information are confiden-of the Associate Chief Counsel (Interna-
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Part IV. Items of General Interest

Notice of Proposed Rulemaking SUPPLEMENTARY INFORMATION: copyright requires an examination of
and Notice of Public Hearing U.S. and foreign copyright law (e.g. EC
o ) Background Directive on Legal Protection of Com-
Classification of Certain These regulations are proposed t®uter Programs, 1991 (91/250/EEC); and
Transactions Involving Computer clarify the treatment under certain provi-the Berne Convention (Paris Text, July
Programs sions of the Internal Revenue Code24, 1971)). An overview of U.S. copy-

(Code) and tax treaties of income fron¥ight law as it relates to computer
REG-251520-96 transactions involving computer pro-programs is set forth below. However,
AGENCY: Internal Revenue Servicegrams. the IRS and the Treasury do not purport
(IRS), Treasury. L Introduction in these regulations to interpret U.S.
' . copyright law and these proposed regu-
ACTION: Notice of proposed rulemak- Computer programs are generally prokations should not be taken as an expres-
ing and notice of public hearing. tected by copyright law. Typically the sion of the legal or policy views of the
, . protection afforded by copyright law is U.S. Copyright Office.
SUMMARY: This document contains 3 principal source of the value of a The Copyright Act of 1976, as
proposed regulations relating to the taomputer program to the owner of theamended (17 U.S.C. 101 et seq.), pro-
_treatment of certain transactions '”VOlV'copyright. COI’]VEI’SG'y, the principa|vides protection against infringement of
ing the transfer of computer programsgoyrce of the value of a computetthe exclusive rights of the owner of a
The proposed regulations provide rulegrogram to the purchaser of a copy ofopyright in original works of author-
for classifying such transactions as salegpe “program is not the protection af-ship, fixed in any tangible medium of
licenses, leases, or the provision Ofgrded by copyright law, but the right to expression, including literary works. (17
services or of know-how under certainyse or sell the copy. In this regard,U.S.C. 102.) The terntiterary works is
provisions of the Internal Revenue Codgomputer programs are similar to othedefined to include: *. . . numbers, or
and tax treaties. This document als@opyrighted works such as booksother verbal or numerical symbols or
provides notice of a public hearing onecords, motion pictures, etc. For exdindicia, regardless of the nature of the
the proposed regulations. ample, when a copy of a book ismaterial objects, such as books, periodi-
. , urchased, the purchaser does na@@ls, manuscripts, phonorecords, film,
E?griifycgrlnmle;; m;zgggs?sac%ves%:ahereby also acquire any copyrighttapes, disks, or cards, in which they are
: o : rights. Accordingly, the proposed regula-embodied.” (17 U.S.C. 101.) Thus, com-
(with outlines of oral comments) at a,. o ! :
: ; tions generally distinguish betweenputer programs are literary works for
public hearing scheduled for March 19 A ; - X .
1997, at 10 a.m. must be submitted by ansactions in a cppynght and in thepurposes of the Copyright Act.
Febrﬁary 26. 1997 ubject of the copyright. _ The Copyright Act grants five exclu-

' ' In developing regulations addressingsive rights to a copyright owner. Of
ADDRESSES: Send submissions tothe treatment of computer programs, théhese, three are most relevant in the case
CC:DOM:CORP:R (REG-251520-96),IRS and Treasury generally have beenf computer programs: the _right to re-
room 5228, Internal Revenue Serviceguided by the following principles: (i) produce copies of the copyrighted work
POB 7604, Ben Franklin Station, Washthe rules should take into account thg17 U.S.C. 106(1)); the right to prepare
ington, DC 20044. In the alternative,Special features of computer programgijerivative works, which may themselves
submissions may be hand delivered besuch as the ability to deliver copiesbe separately copyrighted, based upon
tween the hours of 8 a.m. and 5 p.m. to€lectronically as well as physically, andthe copyrighted work (17 U.S.C. 103
CC:DOM:CORP:R (REG-251520-96),t0 make perfect copies at little or noand 106(2)); and the right to distribute
Courier’s Desk, Internal Revenue Sercost, and (i) wherever possible, transacsopies of the copyrighted work to the
vice, 1111 Constitution Avenue NW. tions that are functionally equivalentpublic by sale or other transfer of
Washington, DC. Alternately, taxpayersshould be treated similarly. For examplepwnership, or by rental, lease or lending
may submit comments e|ectr0nica||y viaad transaction that involves the transfe(17 USC 106(3)) Add|t!0na”y, In C.er'
the Internet by selecting the “Tax Regs”for internal use only of fifty copies of a tain circumstances, t_he right to publicly
option on the IRS Home Page, or bycomputer program should generally beperform the copyrighted work (17
submitting comments directly to the IRStreated the same as a transfer of ond.S.C. 106(4)) and the right to publicly
Internet site at http:\www.irs.ustreas.-copy (for internal use) with the right to display the copyrighted work may also
gov\prod\tax_regs\comments.html. Thenake forty-nine other copies all for be relevant (17 U.S.C. 106_(5)).
public hearing will be held in the NYU internal use. Similarly, if the right to use  Thus, under U.S. copyright law, the
Classroom, room 2615, Internal RevA computer program is limited in time,user of a computer program who does
enue Building, 1111 Constitution Avenuethe transaction should generally benot possess any of those five rights (or
NW., Washington, DC. treated the same irrespective of whetheparts of them) has obtained only rights

at the end of the period of permittedto use the copyrighted article it pos-
FOR FURTHER INFORMATION CON- use, a disk containing the computesesses. Generally, that user is treated
TACT: Concerning the regulations, Will- program must be returned, or the proonly as having received a copy of the
iam H. Morris, (202) 622-3880 or Carolgram automatically deactivates itselfcopyrighted work. Under U.S. copyright
P. Tello, (202) 622-3880; concerning c iaht Law Princil law, a copy is a material object in which
submissions and the hearing, Christiné' opyright Law Frinciples a work is fixed by any method now
Vasquez, (202) 622-7180 (not toll-free Distinguishing between transactions irknown or later developed, and from
numbers). a copyright and in the subject of thewhich the work can be perceived, repro-
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duced, or otherwise communicated, eidespite a copyright law requirement thaand the transaction does not involve, or
ther directly or with the aid of a ma- the corporation receive a “license” toinvolves to only a de minimis extent,
chine or device (17 U.S.C. 101.). Inmake those fifty copies. Similarly, underthe provision of services or know- how,
these proposed regulations a copy ithe proposed regulations, the transfer ahen the transaction will be classified
also referred to as a “copyrighted ar-a computer program in perpetuity forsolely as the transfer of a copyrighted
ticle.” The distinction between copiesinternal use only on a single disk or sefrticle.
and copyrights is made most clearly inof disks in return for a one-time pay- Section 1.861-18(c)(2) identifies
section 202 of the Copyright Act which ment, in a transaction styled as a licensthose rights that will be treated as
provides: of copyright rights (a so-called shrinkcopyright rights for purposes of the
Ownership of a copyright, or of any of the  wrap license), is treated as the sale of proposed regulations. This list differs
ﬁ;‘g'{“ﬁg’g (f)'a/fr‘]tsrslmg%ff 2n§°r?1>gt'gggl 'sbj(é'; copyrighted article and not the transfefrom the list of rights set out in the
in which the work is embodied. Transfer of  ©f & copyrlght (lght. Therefore, such aCopyrlght Act to take into account the
ownership of any material object, including  transfer is classified solely as the sale o$pecial nature of computer programs.
the copy or phonorecord in which the work @ copyrighted article for the purposes ofSpecifically, the copyright law right to
is first fixed, does not of itself convey any  the proposed regulations. copy will only be treated as a copyright

rights in the copyrighted work embodied in ;
the object; nor, in the absence of an |V. Explanation of Provisions right for the purposes of the proposed

agreement, does transfer of ownership of a ) regulations if it is accompanied by the
copyright or of any exclusive rights under Section 1.861-18(a)(1) of the pro-right to distribute such copies to the
a copyright convey property rights in any  posed regulations describes the scope piblic. The copyright rights that apply
material object. the proposed regulations. These profor purposes of this section are, in

Certain rights pass to the purchaser ohosed regulations provide rules for clasaddition to the right to copy and distrib-
a copy of a computer program. Thesifying transfers of computer programsute to the public, the right to prepare
most important of these is the right tofor the purposes of subchapter N ofderivative computer programs, the right
sell (but not, without permission, tochapter 1 of the Internal Revenue Codep make a public performance of the
lease, rent or lend) the copy to anothegections 367, 404A, 482, 551, 679computer program, and the right to
person. (17 U.S.C. 109.) Additionally,1057, 1059A, chapter 3, chapter 5, segublicly display the computer program.
the owner of a copy of a computertions 842 and 845 (to the extent involv-The list of rights contained in § 1.861—
program has the right to make a copy ofng a foreign person), and transfers td8(c)(2) rather than those contained in
that copy as an essential step in theoreign trusts not covered by sectiorthe Copyright Act will apply for the
utilization of the program (e.g., copyingg79. purposes of the proposed regulations.
to the memory of the computer) and Section 1.861-18(a)(2) describes the Section 1.861-18(c)(3) defines a
may also make a copy for archivalcategories of transactions relating taopyrighted article as a copy of a com-
purposes. (17 U.S.C. 117.) If, howevercomputer programs. In particular, aputer program from which the work can
the owner of the copy sells that copy, alkransfer of a copyright right may bebe perceived, reproduced or otherwise
copies made pursuant to the 17 U.S.Gjther a sale or license of that right anccommunicated.
117 right must be destroyed. Ill. Thea transfer of a copyrighted article may Section 1.861-18(d) of the proposed
Proposed Regulations and Copyrighpe either a sale or lease of that copyregulations provides rules for determin-
Law Principles righted article. Section 1.861— 18(a)(3)ng whether a transaction involving a

Although the proposed regulations arejefines the termcomputer program. newly- developed or modified computer
guided by copyright law principles in  Section 1.861-18(b)(1) provides that gorogram will be treated as the provision
determining whether a copyright right ortransaction involving the transfer of aof services or another transaction de-
copyrighted article has been transferreccomputer program will be classified asscribed in paragraph (b)(1) of this sec-
the regulations depart in some casesither the transfer of a copyright right,tion. The determination is based on all
from a strict reliance on copyright lawthe transfer of a copyrighted article, thefacts and circumstances, including how
in order to take into account the speciaprovision of services relating to therisk of loss is allocated and the intent of
nature of computer programs and talevelopment of a computer program, othe parties as to ownership of the copy-
treat functionally equivalent transactionghe provision of know-how. right. See, e.g.Boulez v. Commissioner
in the same way. For example, the Section 1.861-18(b)(2) provides that 83 T.C. 584 (1984); Rev. Rul. 74-555
proposed regulations do not treat theransaction involving computer programg1974-2 C.B. 202); Rev. Rul. 84-78
transfer of a right to copy as the transfefvhich consists of more than one of thg1984—-1 C.B. 173).
of a copyright right, unless it is accom-categories in paragraph (b)(1), is treated Section 1.861-18(e) provides rules for
panied by the right to distribute theas separate transactions. Any resultindetermining whether a transfer of infor-
copies to the public. transaction that is de minimis, howevermation related to a computer program

Thus, where a corporation obtains theaking into account all facts and circum-will be considered the provision of
right, under an agreement, to make fiftystances, will not be treated as a separatmow-how. A provision of know-how
copies of a program for use by itstransaction. will not be considered to occur unless a
employees at one location (a site li- Section 1.861-18(c)(1)(i) providesparty transfers information that (i) re-
cense) the transaction is not, for althat the transfer of a computer prograntates to computer programming tech-
practical purposes, any different from awill be classified as the transfer of aniques, (i) is not capable of being
transaction in which fifty individual copyright right if the transferee acquirescopyrighted, and (iii) is protected by
disks are purchased. Accordingly, theone or more of the rights set forth intrade secret protection.
proposed regulations treat the transagaragraph (c)(2). Under § 1.861-18(f)(1), if a transfer
tion as the transfer of a copyrighted Section 1.861-18(c)(1)(ii) providesinvolves copyright rights, it will be
article, rather than of a copyright right,that if such rights are not transferredfurther classified as either a sale or a
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license of copyright rights. This classifi-cerning the treatment of transactiongach topic (in the manner described in
cation will be made by examininginvolving computer programs enteredhe ADDRESSES caption) by February
whether, taking into account all factsinto before the regulations are appli-26, 1997.

and circumstances, all substantial rights;able. A period of 10 minutes will be allot-
under the principles of sections 1222 The application of these rules forted to each person for making com-
and 1235, have passed to the transferegurposes of the affected Internal Revments.

Under § 1.861-18(f)(2), if a transferenue Code sections may result in a An agenda showing the scheduling of
involves a copyrighted article, it will be change in the method of accounting fothe speakers will be prepared after the
further classified as either a sale or &ertain transactions involving computerdeadline for receiving outlines has
lease of a copyrighted article. This clasprograms by certain taxpayers. If thepassed. Copies of the agenda will be
sification will be made by examining final regulations are adopted, the IRSAvailable free of charge at the hearing.
whether the benefits and burdens ofvill consider issuing an automatic ) ,
ownership have passed to the transfereghange revenue procedure to address tk¥afting Information

See, e.g.Grodt & McKay Realty, Inc. v. sjtuation where the taxpayer is required The princi
;9 e principal authors of these regula-
Commissioner 77 T.C. 1221, 1237-38 to change its method of accounting tq; priney : g
1981): Torres v. CommissioneBs T.C . - ions are William H. Morris and Carol P.
( ); V. ~OmmMmISSIong -~ comport with the new regulations. Tello, of the Office of Associate Chief
702, 720-27 (1987)state of Thomas v. Counsel (International). IRS. However
Commissioner 84 T.C. 412, 431-40 Special Analyses ounsel (International), . TOWever,
(1985) : P y other personnel from the IRS and Trea-
Under § 1.861-18(f)(3), the determi- It has been determined that this noticgurleeparttment participated in  their
nation of the classification of a transferof proposed rulemaking is not a signifi-d€velopment.
invo'ving a Copynght r|ght or copy- cant regulatory action as defined in EO * * * * *

righted article must appropriately con-12866. Therefore, a regulatory assess-
sider the special nature of computefent is not required. It also has beerProposed Amendments to the

programs in transactions that take addetermined that section 553(b) of theRegulations

vantage of those characteristics. For exfdministrative Procedure Act (5 U.S.C.  aceordingly, 26 CFR part 1 is pro-
ample, a transaction in which a persor¢hapter 5) does not apply to these .7 be amended as follows:
acquires a copyrighted article on disk€gulations, and because the regulatiorls

subject to a requirement that the disk bgo not |mpos”e a t<_:t(_)llect|t(;]n OFf{ |nf0|rrtna- PART 1—INCOME TAXES

destroyed after a specified period idlon on smaill enutes, the Regulatory ) mitat
generaylly the equival%nt of ap require-Flexibility Act (5 U.S.C. chapter 6) does al:tari\grca:)pnr;irh;'shetg Utrgzgtyiﬁ'tatfr? fgg
ment that the disk be returned after sucﬁhOt ?DDW- Plulgzsuam to sCecc';lon Z]-Bos(f)-ogollows P

eriod. Similarly, a transaction in whichthe Internal Revenue Code, this notic o

fhe program geactivates itself after #f proposed rulemaking will be submit- Authority: 26 U.S.C. 7805 ™ * *
specified period may also be treated at®d to the Chief Counsel for Advocacy Par. 2. Section 1.861-18 is added to
the equiva]ent of returning the Copy_Of the Small Business Administration forread as follows:

Section 1.861-18(g) of the proposedomment on its impact on small busi-
regulations provides certain additionan€ss.
rules of operation. Section 1.861-— ] )
18(g)(1) provides that neither the formComments and Public Hearing (a) General—(1) Scope This section
adopted by the parties to a transaction : rovides rules for classifying transac-
nor the classification of a transaction Ceiore these proposed regulations arEOﬂS relating to computer programs for

X .~ adopted as final regulations, consider-

under copyright law are determinative_; - ; purposes of subchapter N of chapter 1
oo Cation will be given to any comments .
for tax purposes. Therefore, as IIIUS'that are submitted timely (in the mannerOf the Internal Revenue Code, sections
trated in Example 1, a transfer of Y 367, 404A, 482, 551, 679, 1057, 1059A,

a : : \
computer program on a disk subject to %joe?ﬁgb&ds'nAﬁhsoﬁ]?nzﬁgsvaﬁsbecgsgﬁn)chapter 3, chapter 5, sections 842 and
' " 845 (to the extent involving a foreign

shrink-wrap license will generally be a o : ;
sale of a copyrighted article. able for public inspection and COpymg'person), and transfers to foreign trusts

Section 1.861-18(g)(2) provides thaL A public hearing has been scheduleghot covered by section 679.

§ 1.861-18 Classification of transac-
tions involving computer programs.

the method of transferring the computefo” March 19, 1997, at 10 am. in the 5y cateqories of transactionsThis
program, for example by disk or elec-NYU Classroom, room 2615, Internal
tronically, shall not be relevant in deter-R€venue Building, 1111 Constitutionyangactions be treated as being solely
mining whether a copyright right or a o TV o ; &vithin one of four categories (described
copyrighted article has been transferred access restrictions, visitors will not bej, naragraph (b)(1) of this section) and

The foregoing rules are illustrated by2dMmitted beyond the Internal Revenug,qyides certain rules for categorizing
a number of examples contained ir‘EUIIdIng lobby more than 15 minuteSgych transactions. In the case of a
§ 1.861-18(h). efore the hearing starts. transfer of a copyright right, this section

Under § 1.861-18(i), these regula- The rules of 26 CFR 601.601(a)(3)provides rules for determining whether
tions are proposed to apply to all transapply to the hearing. the transaction should be classified as
actions occurring on or after the date Persons that wish to present orakither a sale or exchange, or a license
that is 60 days after the date the finacomments at the hearing must submigenerating royalty income. In the case
regulations are published in tiieederal comments by February 11, 1997, anaf a transfer of a copyrighted article,
Register. No inference should be drawnsubmit an outline of the topics to bethis section provides rules for determin-
from the proposed effective date condiscussed and the time to be devoted tmg whether the transaction should be
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classified as either a sale or exchanggyaragraph (d) of this section or of (1) Information relating to computer
or a lease generating rental income.  know-how as described in paragraph (eprogramming techniques;

(3) Computer programFor purposes of this section), then, under paragraph (2) Not capable itself of being copy-
of this section, a computer program is gb)(2) of this section, the transfer isrighted; and
set of statements or instructions to belassified solely as a transfer of a copy- (3) Subject to trade secret protection.
used directly or indirectly in a computerright right. (f) Further classification of transfers
in order to bring about a certain result. (i) Transfers treated solely as trans-involving copyright rights and copy-
For purposes of this paragraph (a)(3), &rs of copyrighted articleslf a person righted articles—(1) Transfers of copy-
computer program includes any datacquires a copy of a computer programmight rights. The determination of
base or similar item if the data base obut does not acquire any of the rightsvhether a transfer of a copyright right is
similar item is incidental to the opera-described in paragraphs (c)(2)(i) througla sale or exchange of property is made
tion of the computer program. (iv) of this section (and the transactionon the basis of whether, taking into

(b) Categories of transactiors does not involve, or involves only a deaccount all facts and circumstances,
(1) General Except as provided in minimis provision of services as de-there has been a transfer of all substan-
paragraph (b)(2) of this section, a transscribed in paragraph (d) of this sectiortial rights in the copyright. A transaction
action involving the transfer of, or theor of know-how as described in parathat does not constitute a sale or ex-
provision of services or of know-how graph (e) of this section), the transfer othange because not all substantial rights
with respect to, a computer progranthe copy of the computer program ishave been transferred will be classified
(collectively, a transfer of a computerclassified solely as a transfer of a copyas a license generating royalty income.

program) is treated as being solely oneighted article. For this purpose, the principles of sec-
of the following— (2) Copyright rights The copyright tions 1222 and 1235 shall apply.

(i) A transfer of a copyright right in rights referred to in paragraph (c)(1) of (2) Transfers of copyrighted articles
the computer program; this section are as follows— The determination of whether a transfer

(i) A transfer of a copy of the com- (i) The right to make copies of theof a copyrighted article is a sale or
puter program (a copyrighted article);computer program for purposes of distriexchange is made on the basis of
(iii) The provision of services for the bution to the public by sale or otherwhether, taking into account all facts
development or modification of the transfer of ownership, or by rental, leasend circumstances, the benefits and bur-
computer program; or or lending; dens of ownership have been trans-
(iv) The provision of know-how re- (i) The right to prepare derivative ferred. A transaction that does not con-
lating to computer programming tech-computer programs based upon thetitute a sale or exchange because
niques. copyrighted computer program; insufficient benefits and burdens of
(2) Transactions consisting of more (i) The right to make a public per- ownership of the copyrighted article
than one categoryAny transaction in- formance of the computer program; othave been transferred, such that a person
volving computer programs which con- (iv) The right to publicly display the other than the transferee is properly
sists of more than one of the transaceomputer program. treated as the owner of the copyrighted
tions described in paragraph (b)(1) of (3) Copyrighted article A copy- article, will be classified as a lease

this section shall be treated as separatgghted article is a copy of a computergenerating rental income.
transactions, with the appropriate proviprogram from which the work can be (3) Special circumstances of com-
sions of this section being applied toperceived, reproduced or otherwise computer programs In connection with de-
each such transaction. However, anynunicated, either directly or with the aidterminations under this paragraph (f),
transaction that is de minimis, takingof a machine or device. The copy of theconsideration must be given as appropri-
into account the overall transaction angrogram may be fixed in the magneticate to the special characteristics of com-
the surrounding facts and circumstancesnedium of a floppy disk or in the main puter programs in transactions that take
shall not be treated as a separate transtemory or hard drive of a computer.advantage of these characteristics (such
action, but as part of another transac- (d) Provision of servicesThe deter- as the ability to make perfect copies at
tion. mination of whether a transaction in-minimal cost). For example, a transac-
(c) Transfers involving both a copy-volving a newly developed or modified tion in which a person acquires a copy
right right and a copyrighted articke- computer program is treated as eitheof a computer program on disk subject
(1) Classification—(i) Transfers treated the provision of services or anotherto a requirement that the disk be de-
as transfers of copyright right®A trans- transaction described in paragraph (b)(13troyed after a specified period is gener-
fer of a computer program is classifiedof this section is based on all the factslly the equivalent of a transaction sub-
as a transfer of a copyright right if, as aand circumstances of the transactiorject to a requirement that the disk be
result of the transaction, a person acincluding, as appropriate, the intent ofreturned after such period. Similarly, a
quires any one or more of the rightsthe parties (as evidenced by their agredransaction in which the program deacti-
described in paragraphs (c)(2)(i) throughment and conduct) as to which party isvates itself after a specified period is
(iv) of this section. For example, if ato own the copyright rights in the generally the equivalent of returning the
person receives a disk containing a copgomputer program and how the risks otopy.
of a computer program which enables itoss are allocated between the parties. (g) Rules of operation-(1) Term ap-
to exercise, in relation to that program, (e) Provision of know-howThe pro- plied to transaction by partiesNeither
a non-de minimis right described invision of information with respect to athe form adopted by the parties to a
paragraphs (c)(2)(i) through (iv) of thiscomputer program will not be treated adransaction, nor the classification of the
section (and the transaction does ndhe provision of know-how for the pur- transaction under copyright law, shall be
involve, or involves only a de minimis poses of this section unless the informagdeterminative. Therefore, for example, if
provision of services as described irtion is— there is a transfer of a computer pro-
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gram on a single disk for a one-timetransferring the program is irrelevant. Therefore, Rrears, which is the expected period during which
payment with restrictions on transferhas acquw_ed acopyrlghted_ article. Program X will have commercially exploitable
. . . (B) As in Example 1 P is properly treated as value.
E_md reverse e_”g'”ee””g' which the Palthe ‘owner of a copyrighted article. Therefore, (i) Analysis (A) Although Corp A has trans-
ties characterize as a license (generallynder paragraph (f)(2) of this section, there hagerred a disk with a copy of Program X on it to
referred to as a shrink-wrap license)peen a sale of a copyrighted article rather than th€orp B, under paragraph (c)(1)(i) of this section
icati rant of a lease. because this transfer is accompanied by a copy-
gﬁglla?tgntﬁétgzgﬁ (l)ens rﬂgsarzzglre?tphhesl e(?; Example 3 (i) Facts The facts are the same asright right identified in paragraph (c)(2)(i) of this
. . . . imse in Example 1, except that Corp A onlysection, this transaction is a transfer solely of
result in the transaction being classifieqyiows P, the Country Z resident, to use Prograntopyright rights, not of copyrighted articles. For
as the sale of a copyrighted article. X for one week. At the end of that week, P mustpurposes of paragraph (b)(2) of this section, the
(2) Means of transfer not o be taken i 1 o e made of Program »minimis component of e ransagton. -
into account The ru_Ies of thIS section If P wishes to use Program X for a further period (B) Applying the all substantial rights test un-
shall be applied irrespective of thene must enter into a new agreement to use theer paragraph (f)(1) of this section, Corp A will be
physical or electronic medium used toprogram for an additional charge. treated as having sold copyright rights to Corp B.
effectuate a transfer of a computer pro- (i) Analysis (A) Under paragraph (c)(2) of this Corp B has acquired all of the copyright rights in
gram. section, P has received no copyright rights. BeProgram X, has received the right to use them
L. . cause P has received a copy of the program undexclusively within a geographic area, and has
(h_) Examples _The provisions of this paragraph (c)(1)(ii) of this section, he has, therereceived the rights for the remaining life of the
section may be illustrated by the follow-fore, received a copyrighted article. copyright in Program X. Under paragraph (g)(1)
ing examples. All of the following ex- (B) Taking into account all of the facts and of this section, the fact that the agreement is
amples assume that all parties are unrél_rcumstances, P_ls not properly treated as thkabelled a license is not controlling (nor is the fact
i owner of a copyrighted article. Therefore, underthat Corp A receives a sum labelled a royalty).
lated to eac_h other: paragraph (f)(2) of this section, there has been érhis would also be the case if the copy of
~ Example 1 () Facts Corp A, a U.S. corpora- |ease of a copyrighted article rather than a sale®rogram X to be used for the purposes of
tion, owns the copyright in a computer program.Taking into account the special characteristics ofeproduction were transmitted electronically to
Program X. It copies Program X on to disks. Thecomputer programs as provided in paragraph (f)(3Forp B, as a result of the application of the rule
disks are placed in boxes covered with a wrappegf this section, the result would be the same if Rof paragraph (g)(2) of this section.)
on which is printed what is generally referred towere required to destroy the disk at the end of the Example 6 (i) Facts Corp A, a U.S. corpora-
as a shrink-wrap license. The license is stated tgne week period instead of returning it since Corgiion, transfers a disk containing Program X to
be perpetual. Under the license no reverse engi can make additional copies of the program atCorp B, a Country Z corporation, and grants Corp
neering of the computer program is permitted. Theninimal cost. B the non exclusive right to reproduce and
transferee receives, first, the right to use the gyample 4 (i) Facts The facts are the same asdistribute for sale to the public an unlimited
program on two of its own computers (for ex-those in Example 2, where P, the Country Znumber of disks at its factory in Country Z in
ample, a laptop and a desktop) provided that onlyagjgent, receives Program X from Corp A's homereturn for a payment related to the number of
one copy is in use at any one time, and, seconghage on the Internet, except that P may only usdisks copied and sold. The term of the agreement
the right to make one copy of the program onpyogram X for a period of one week at the end ofis two years, which is less than the remaining life
each machine as an essential s@ep in the utilizatiofnich an electronic lock is activated and theof the copyright.
of the program. The transferee is permitted by thgogram can no longer be accessed. Thereafter, if (i) Analysis (A) As in Example 5 the transfer
shrink-wrap license to sell the copy so long as ifp wishes to use Program X, it must return to theof the disk containing the copy of the program
destroys any other copies it has made and imposegme page and pay Corp A to send an electronidoes not constitute the transfer of a copyrighted
the same terms and conditions of the license oRey to reactivate the program for another weekarticle under paragraph (c)(1) of this section
the purchaser of its copy. These disks are made (jy aAnalysis (A) As in Example 3under para- because Corp B has also acquired a copyright
available for sale to the general public in Countryyaph (c)(2) of this section, P has not received anyight under paragraph (c)(2)(i) of this section. For
Z. In return for valuable consideration, P, Acopyright rights. P has received a copy of thepurposes of paragraph (b)(2) of this section, the
Cogntry z re_5|dent, receives one such disk. program, and under paragraph (g)(2) of this secdisk containing Program X is a de minimis
(i) Analysis (A) Under paragraph (9)(1) of tion, the means of transmission is irrelevant, P hagomponent of the transaction.
this section, the label license is not determinativeherefore, under paragraph (c)(1)(ii) of this section, (B) Taking into account all of the facts and
None of the copyright rights described in para-eceived a copyrighted article. circumstances, there has been a license of Program
graph (c)(2) of this section have been transferred (g) As in Example 3 P is not properly treated X to Corp B, and the payments made by Corp B
in this transaction. P has received a copy of thggs the owner of a copyrighted article. Thereforeare royalties. Under paragraph (f)(1) of this sec-
program, however, and, therefore, under paragrapihder paragraph (f)(2) of this section, there hasion, there has not been a transfer of all substantial
(0)(1)(ii) of this section, P has acquired solely apeen a lease of a copyrighted article rather than gghts in the copyright to Program X because Corp
copyrighted article. sale. While P does retain Program X on itsA has the right to enter into other licenses with
(B) Taking into account all of the facts and computer at the end of the one week period, as eespect to the copyright of Program X, including
circumstances, P is properly treated as the ownesgal matter P no longer has the right to use thén Country Z (or even to sell that copyright,
of a copyrighted article. Therefore, under paraprogram (without further payment) and, indeedsubject to Corp B's interest). Corp B has acquired
graph (f)(2) of this section, there has been a salgannot use the program without the electronic keyno right itself to license the copyright rights in
of a copyrighted article rather than the grant of arunctionally, Program X is no longer on the hardProgram X. Finally, the term of the license is for
lease. drive of P“s computer. Instead, the hard driveless than the remaining life of the copyright in
Example 2 (i) Facts The facts are the same ascontains only a series of numbers which no longeProgram X.
those in Example 1, except that instead of sellingerform the function of Program X. Although in Example 7 (i) Facts Corp C, a distributor in
disks, Corp A, the U.S. corporation, decides toExample 3 P was required to physically return the Country Z, enters into an agreement with Corp A,
make Program X available, for a fee, on a Worlddisk, taking into account the special characteristica U.S. corporation, to purchase as many copies of
Wide Web home page on the Internet. P, thedf computer programs as provided in paragrapfProgram X on disk as it may from time- to-time
Country Z resident, in return for payment made to(f)(3) of this section, the result in thiExample 4 request. Corp C will then sell these disks to
Corp A, downloads Program X (via modem) ontois the same as iExample 3 retailers. The disks are shipped in boxes covered
the hard drive of his computer. As part of the Example 5 (i) Facts Corp A, a U.S. corpora- by shrink-wrap licenses (identical to the license
electronic communication, P signifies his assent teion, transfers a disk containing Program X todescribed inExample }.
a license agreement with terms identical to thos€orp B, a Country Z corporation, and grants Corp (ii) Analysis (A) Corp C has not acquired any
in Example 1, except that in this case P may mak@ an exclusive license for the remaining term ofcopyright rights under paragraph (c)(2) of this
a back-up copy of the program on to a disk. the copyright to copy and distribute an unlimitedsection with respect to Program X. It has acquired
(i) Analysis (A) None of the copyright rights number of copies of Program X in the geographidndividual copies of Program X, which it may sell
described in paragraph (c)(2) of this section havarea of Country Z, prepare derivative works basetb others. The use of the term license is not
passed to P. Although P did not buy a physicaupon Program X, make public performances ofdispositive under paragraph (g)(1) of this section.
copy of the disk with the program on it, paragraphProgram X, and publicly display Program X. CorpUnder paragraph (c)(1)(ii) of this section, Corp C
(9)(2) of this section provides that the means oB will pay Corp A a royalty of $y a year for three has acquired copyrighted articles.
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(B) Taking into account all of the facts and this section, this transaction is a transfer ofCorp E is still prohibited from selling or otherwise
circumstances, Corp C is properly treated as theopyrighted articles (50 copies of Program X).transferring any copy of Program X).
owner of copyrighted articles. Therefore, under (B) Taking into account all of the facts and (i) Analysis For the reasons stated Example
paragraph (f)(2) of this section, there has been gircumstances, P is properly treated as the owndiO, the transfer of the program will be treated as a
sale of copyrighted articles. of a copyrighted article. Therefore, under parasale of a copyrighted article rather than as a lease.

Example 8 (i) Facts Corp A, a U.S. corpora- graph (f)(2) of this section, there has been a sale Example 14 (i) Facts Corp G, a Country Z
tion, transfers a disk containing Program X toof copyrighted articles rather than the grant of scorporation, enters into a contract with Corp A, a
Corp D, a foreign corporation engaged in thelease. Notwithstanding the restriction on saleU.S. corporation, for Corp A to modify Program X
manufacture and sale of personal computers inther factors such as, for example, the risk of los§0 that it can be used at Corp G's facility in
Country Z. Corp A grants Corp D the non-and the right to use the copies in perpetuityCountry Z. Under the contract, Corp G is to
exclusive right to copy Program X onto the hardoutweigh, in this case, the restrictions placed orcquire one copy of the program on a disk and the
drive of computers which it manufactures, and tahe right of alienation. right to use the program on 5,000 workstations.
distribute those copies (on the hard drive) to the Example 11 (i) Facts The facts are the same The contract requires Corp A to rewrite elements
public. The term of the agreement is two yearsas in Example 10, except that Corp E, the Countr?f Program X so that it will conform to Country Z
which is less than the remaining life of thez corporation, acquires the right to make Progranfccounting standards. The services required to
copyright in Program X. Corp D pays Corp A anx available to workstation users who are Corp Perform this task are de minimis taking into
amount based on the number of copies of Programmployees by way of a local area network (LAN).acc_ount the facts and circumstances of this trans-
X it loads on to computers. The number of users that can use Program X ofction. The agreement between Corp A and Corp

(i) Analysis The analysis is the same as inthe LAN at any one time is limited to 50. Corp E © IS otherwise identical as to rights and payment
Example 6 Under paragraph (c)(2)(i) of this pays a one-time fee for the right to have up to 5¢€rms as the agreement describedExample 10
section, Corp D has acquired a copyright righttmployees use the program at the same time. (i) Analysis (A) As in Example 10 no copy-
enabling it to exploit Program X by copying it on (i) Analysis Under paragraph (g)(2) of this right rights are be_mg transferred under paragraph
to the hard drives of the computers that itsection the mode of transmission is irrelevant(S)(@) Of this section. Under paragraph (b)(2) of
manufactures and then sells. For purposes ofnerefore, as inExample 10 under paragraph Thl§ section, t_he services proyl(_jed are de minimis.
paragraph (b)(2) of this section, the disk contain{c)(2) of this section, no copyright right has been| 'S ransaction will be classified, therefore, as a
ing Program X is a de minimis component of thetransferred and thus, under paragraph (c)(L)(ii) Okransfe__r of copyrighted articles under paragraph
transaction. Taking into account all of the factsthis section, this transaction will be classified as c)(1)(i) of this section. )
and circumstances, Corp D has not, howevethe transfer of a copyrighted article. Under the (B) Taking into account all facts and circum-
acquired all substantial rights in the copyright tobenefits and burdens test of paragraph (f)(2) oft2eS: Corp G is properly treated as the owner
Program X (for example, the term of the agreethis section, this transaction is a sale of copy2f COPYrighted articles. Therefore, under paragraph
ment is less than the remaining life of therighted articles. @) _of this section, there has been the sale of a
copyright). Under paragraph (f)(1) of this section, Example 12 (i) Facts The facts are the same copyrighted artlc_le rather than the grant of a lease.
this transaction is, therefore, a license of Programs iy Example 11 except that Corp E pays a Example 15 (i) Facts Corp H, a Country Z

X to Corp D rather than a sale and the payment > < corporation, enters into a license agreement for a
made bypcorp D are royalties. bay fonthly fee to Corp A, the U.S. corporation, 1 jified version of Program X only if Corp A, a

calculated with reference to the permitted maxi- : : e
- . .S. corporation, makes substantial modifications
Example 9 (i) Facts The facts are the same asmum num ’ :
P ® um number of users (which can be changed) a the program. Only the core idea of Program X

in Example 8, except that Corp D, the Country Zthe computing power of Corp E’s server. In return - )
corporation, receives physical disks. The disks argor this monthly fee, Corp C receives the right “-?a::: Eg giegnzg?j ?n Crzrxrli(tiitre]rgat;(reogggﬂlur; ovarll?cbhor
shipped in boxes covered by shrink-wrap licensegeceive upgrades of Program X when they becomg - app?licable copyright law as a derivative

(identical to the licenses described Eixample }.  available. The agreement may be terminated b

Corp D uses each individual disk only once toejther party at the end of any month. When th %g:k lelgbree: ;zeaé%tre,g?\s/vrﬁ(r)%?f;ai\?. 'S%rpraAmar)l(d
load a single copy of Program X onto eachdisk containing the upgrade is received, or if the:? gorp D that han modified Srogrgm s

separate computer. Corp D transfers the disk witgontract is terminated, Corp E must return the dis L o

the computer when it is sold. containing the earlier vergion of Program X to‘&_)mpleted, the copyright in the modified program
. ; ) . ) will belong to Corp H. Corp H gives instructions
(ii) Analysis (A) As in Example 7 (unlike Corp A, and delete (or otherwise destroy) any,, Corp A programmers regarding program specifi-

Example 8 no copyright right identified in para- copies made of the current version of Program X ations. Corp H -

: . o h . p agrees to pay Corp A a fixed
graph (c)(2) of this section has been transferredlhe agreement specifically provides that Corp onthly sum during development of the program
Corp D acquires the disks without the right tohas not thereby been granted an option to purCha?FCorp H is dissatisfied with the development of
reproduce and distribute publicly further copies ofProgram X. the program it may cancel the contract at the end
Program X. This is therefore the transfer of (i) Analysis (A) Corp E has received no copy- of any month. In the event of termination, Corp A
copyrighted articles under paragraph (c)(1)(ii) ofright rights under paragraph (c)(2) of this sectionyil retain all payments, while any procedures,
this section. Under paragraph (d) of this section, based on allechniques or copyrightable interests will be the

(B) Taking into account all of the facts andthe facts and circumstances of the transactiohyoperty of Corp H. All of the payments are
circumstances, Corp D is properly treated as th€orp A has not provided services to Corp E.|apelled royalties. There is no provision in the
owner of copyrighted articles. Therefore, underTherefore, under paragraph (c)(1)(ii) of this secagreement for any continuing relationship between
paragraph (f)(2) of this section, the transaction igion, the transaction is a transfer of a copyrightedcory A and Corp H, such as the furnishing of
classified as the sale of a copyrighted article. article. updates of the program, after completion of the

Example 10 (i) Facts Corp A, a U.S. corpora-  (B) Taking into account all facts and circum- modification work.
tion, transfers a disk containing Program X tostances, under the benefits and burdens test Corp(ii) Analysis Taking into account all of the
Corp E, a Country Z corporation, and grants CorfE is not properly treated as the owner of thefacts and circumstances, Corp A is treated as
E the right to load Program X onto 50 individual copyrighted article. Corp E does not receive theyroviding services to Corp H. Under paragraph (d)
workstations for use only by Corp E employees atight to use Program X in perpetuity, but only for of this section, Corp A is treated as providing
one location in return for a one-time per-user feeso long as it continues to make payments. Corp kervices to Corp H because Corp H bears all of
(generally referred to as a site license). If addidoes not have the right to purchase Program X othe risks of loss associated with the development
tional workstations are subsequently introducedadvantageous (or, indeed, any) terms once g modified Program X and is the owner of all
Program X may be loaded on to those machinesertain amount of money has been paid to Corp Aopyright rights in modified Program X. Under
for additional one-time per-user fees. The licenser a certain period of time has elapsed (whictparagraph (g)(1) of this section, the fact that the
which grants the rights to operate Program X ommight indicate a sale). Once the agreement iggreement is labelled a license is not controlling
50 workstations also prohibits Corp E from sellingterminated, Corp E will no longer possess anynor is the fact that Corp A receives a sum
the disk (or any of the 50 copies) or reversecopies of Program X, current or supersedediabelled a royalty).
engineering the program. The term of the licens@herefore under paragraph (f)(2) of this section Example 16 (i) Facts Corp A, a U.S. corpora-
is stated to be perpetual. there has been a lease of a copyrighted articlgjon, and Corp I, a Country Z corporation, agree

(ii) Analysis (A) The grant of a right to copy, Example 13 (i) Facts The facts are the same that a development engineer employed by Corp A
unaccompanied by the right to distribute thoseas in Example 12 except that while Corp E must will travel to Country Z to provide know-how
copies to the public, is not the transfer of areturn copies of Program X as new upgrades areelating to certain techniques which are not gener-
copyright right under paragraph (c)(2) of thisreceived, if the agreement terminates, Corp E maglly known to computer programmers which will
section. Therefore, under paragraph (c)(1)(ii) okeep the latest version of Program X (althoughenable Corp | to more efficiently create computer
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programs. These techniques represent the produtie presumption arising from the filing Institute on Law Firm Management,

‘;:;\ngg;”ﬁe?a'?gdrab%rgﬂrp ’?Of.g::’tns Ws"d‘éw?m?o”rpf notices under section 508(b) of the Ann Arbor, MI

matign is r?ot cagabglge of bei?]g;) C(J)pyri(:;hted, but itCode. Thi_s ”S_ting doesiot indicat? that Jaga Learning Center, Little Rock, AR

is subject to trade secret protection. the organizations have lost their statugpjetro Ministries of Miami Inc., Miami,
(i) Analysis This transaction contains the ele-as organizations described in section gL

ments of know-how specified in paragraph (e) of501(c)(3). eligible to receive deductible . .
this section. Therefore, this transaction will be (c)(3). elig Northwest Corridor Community

classified as the provision of know-how. contributions. . » Development Corporation, Charlotte,
Former Public Charities The follow- NC

(i) Effective dateThis section applies ing organizations (which have beenpesearch Education and Analysis Center
to transactions occurring on or after thereated as organizations that are not for Toxics Foundation Inc.. Texas
date that is sixty days after the daterivate foundations described in section City, TX "
final regulations are published in the509(a) of the Code) are now CIaSSiﬁedRo aI’Terrace Inc.. Jackson. MS
Federal Register. as private foundations: Sile)lls Day Care Cénter Inc ,Silas AL
Adopt a Cow, Montpelier, VT , " '
Margaret Milner Richardson, Ads Against AIDS, Inc., New York, NY Sonrise Rgtreat, Inc., E‘,”‘St Palatka, FL
Commissioner of Internal RevenueAirport Gardens Resident Association, 32Nnd Precinct Community Council Inc.,

(Filed by the Office of the Federal Register on Chapel H'”{ NC New York, N.Y . .
November 7, 1996, 3:11 p.m., and published in thé Place for Kids, New York, NY If an organization listed above sub-
issue of the Federal Register for November 13Blytheville Fine Arts Council, mits information that warrants the re-
1996, 61 F.R. 58152) Blytheville, AR newal of its classification as a public
Children’s AIDS Network, Inc., charity or as a private operating founda-
Foundations Status of Certain Portland, ME tion, the Internal Revenue Service will
Organizations Christian Fellowship Alive Ministries ~ SSUé @ ruling or determination letter
Inc., Lakeland, FL with the revised classification as to

foundation status. Grantors and contribu-
tors may thereafter rely upon such rul-

ing or determination letter as provided

in section 1.509(a)-7 of the Income Tax

Regulations. It is not the practice of the

Service to announce such revised classi-
fication of foundation status in the Inter-

nal Revenue Bulletin.

Announcement 96-125 Class of 1967 Scholarship Fund, Jasper

The following organizations have AL
failed to establish or have been unabld54-458 West 35th Street Housing
to maintain their status as public chari- Development Fund Corporation, New
ties or as operating foundations. Accord- York, NY
ingly, grantors and contributors may notHealthier People Network, Inc., Decatur
after this date, rely on previous rulings GA
or designations in the Cumulative ListHolland Il House for the Homeless
of Organizations (Publication 78), or on Handicapped, Detroit, Ml
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Announcement of the Disbarment, Suspension, or Consent to Voluntary
Suspension of Attorneys, Certified Public Accountants, Enrolled Agents, and
Enrolled Actuaries From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulaenue Service matter from directly oraccountant, enrolled agent, or enrolled
tions, Part 10, an attorney, certified pubindirectly employing, accepting assis-actuary, and date or period of suspen-
lic accountant, enrolled agent, or entance from, being employed by or sharsion. This announcement will appear in
rolled actuary, in order to avoid theing fees with, any practitioner disbarredthe weekly Bulletin at the earliest practi-
institution or conclusion of a proceedingor suspended from practice before theable date after such action and will
for his disbarment or suspension frominternal Revenue Service. continue to appear in the weekly Bulle-
practice before the Internal Revenue Ser- To enable attorneys, certified publictins for five successive weeks or for as
vice, may offer his consent to suspensioaccountants, enrolled agents, and emnany weeks as is practicable for each
from such practice. The Director ofrolled actuaries to identify practitionersattorney, certified public accountant, en-
Practice, in his discretion, may suspendinder consent suspension from practiceolled agent, or enrolled actuary so
an attorney, certified public accountantbefore the Internal Revenue Service, theuspended and will be consolidated and
enrolled agent, or enrolled actuary inDirector of Practice will announce in thepublished in the Cumulative Bulletin.
accordance with the consent offeredinternal Revenue Bulletin the names and The following individuals have been

Attorneys, certified public accoun-addresses of practitioners who havelaced under consent suspension from
tants, enrolled agents, and enrolled acteen suspended from such practice, thefractice before the Internal Revenue
aries are prohibited in any Internal Rev-designation as attorney, certified publicService:

Name Address Designation Date of Suspension

Lamb, Gordon W. Pullman, WA CPA September 1, 1996 to January 31, 1997
Anderson, Randall S. Arlington Hgts, IL CPA September 1, 1996 to February 28, 1998
Broderick, William J. Farmington Hills, Ml CPA September 1, 1996 to November 30, 1996
Ruggiero, John M. Rutland, VT Attorney September 1, 1996 to October 31, 1996
Eklund, Mark Portland, OR CPA September 1, 1996 to February 28, 1997
Stayner, G. Craig Salt Lake City, UT CPA September 15, 1996 to June 14, 1997
Allen, Lehman D. Lubbock, TX CPA September 20, 1996 to September 19, 1998
Hardgrove, David L. Amarillo, TX CPA September 21, 1996 to June 20, 1997
Trader, John H. Kansas City, MO Attorney September 30, 1996 to March 29, 1997
Schmertz, Carl D. Wilmette, IL CPA October 1, 1996 to March 31, 1999
Bengston, Wessel Chicago, IL CPA October 15, 1996 to April 14, 1997
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Announcement of the Expedited Suspension of Attorneys, Certified Public
Accountants, Enrolled Agents, and Enrolled Actuaries From Practice Before The
Internal Revenue Service

Under title 31 of the Code of Federalaries are prohibited in any Internal Rev-accountant, enrolled agent, or enrolled
Regulations, section 10.76, the Directoenue Service matter from directly oractuary, and date or period of suspen-
of Practice is authorized to immediatelyindirectly employing, accepting assis-sion. This announcement will appear in
suspend from practice before the Internaiance from, being employed by, or sharthe weekly Bulletin at the earliest practi-
Revenue Service any practitioner whoing fees with, any practitioner disbarredcable date after such action and will
within five years, from the date theor suspended from practice before theontinue to appear in the weekly Bulle-
expedited proceeding is instituted, (l)nternal Revenue Service. tins for five successive weeks or for as
has had a license to practice as an To enable attorneys, certified publicmany weeks as is practicable for each
attorney, certified public accountant, oraccountants, enrolled agents, and erattorney, certified public accountant, en-
actuary suspended or revoked for causeolled actuaries to identify practitionersrolled agent, or enrolled actuary so
or (2) has been convicted of any crimeunder expedited suspension from pracsuspended and will be consolidated and
under title 26 of the United States Coddice before the Internal Revenue Servicepublished in the Cumulative Bulletin.
or, of a felony under title 18 of the the Director of Practice will announce in The following individuals have been
United States Code involving dishonestythe Internal Revenue Bulletin the name®laced under suspension from practice
or breach of trust. and addresses of practitioners who havieefore the Internal Revenue Service by

Attorneys, certified public accoun- been suspended from such practice, theiirtue of the expedited proceeding pro-
tants, enrolled agents, and enrolled actwdesignation as attorney, certified publiovisions of the applicable regulations:

Name Address Designation Date of Suspension

Alleva, Donald Mount Vernon, NY Enrolled Agent Indefinite from September 5, 1996
Rose, Robert M. Dallas, TX Attorney Indefinite from September 5, 1996
McGrath, Gregory New Smyrna Bch, FL CPA Indefinite from September 8, 1996
Finch, Kenneth L. Jr. Pelham, AL CPA Indefinite from September 8, 1996
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Definition of Terms

Revenue rulings and revenue procedureis modified because it corrects a pubmore than restate the substance of a
(hereinafter referred to as “rulings”) lished position. (Compare witamplified prior ruling, a combination of terms is
that have an effect on previous rulingsand clarified, above). used. For examplenodified and super-
use the following defined terms to de- Obsoleteddescribes a previously pub-seded describes a situation where the
scribe the effect: lished ruling that is not considered desubstance of a previously published rul-
Amplified describes a situation whereterminative with respect to future transing s being changed in part and is
no change is being made in a priomctions. This term is most commonlycontinued without change in part and it
_publlshed position, but the prior posltlpnused_ in a rylmg that lists previouslyis desired to restate the valid portion of
is being exten_ded_to apply to a varlatl_orpubllshed rulings that are obsoleteq beme previously published ruling in a new
of the fact situation set forth therein.cause of changes in law or regulaﬂonsru"ng that is self contained. In this case
Thus, if an earlier ruling held that aA ruling may also be obsoleted becaUS@ne iousl ; T T g
e . , ; previously published ruling is first
principle applied to A, and the newthe substance has been included in reg\: odified and then. as modified is su-
ruling holds that the same principle alsdations subsequently adopted. ' '
applies to B, the earlier ruling is ampli- Revoked describes situations Whereperseded. ] S .
fied. (Compare withmodified below). the position in the previously published Supplementeds used in situations in
Clarified is used in those instancesruling is not correct and the correctwhich a list, such as a list of the names
where the language in a prior ruling isposition is being stated in the newof countries, is published in a ruling and
being made clear because the languagaling. that list is expanded by adding further
has caused, or may cause, some confu- Supersededdescribes a situation hames in subsequent rulings. After the
sion. It is not used where a position in avhere the new ruling does nothing moredriginal ruling has been supplemented
prior ruling is being changed. than restate the substance and situatigi¢veral times, a new ruling may be
Distinguished describes a situation of a previously published ruling (or Published that includes the list in the
where a ruling mentions a previouslyrulings). Thus, the term is used tooriginal ruling and the additions, and
published ruling and points out an estepublish under the 1986 Code andupersedes all prior rulings in the series.
sential difference between them. regulations the same position published Suspendeds used in rare situations to
Modified is used where the substancainder the 1939 Code and regulationsshow that the previous published rulings
of a previously published position isThe term is also used when it is desiredvill not be applied pending some future
being changed. Thus, if a prior rulingto republish in a single ruling a series ofaction such as the issuance of new or
held that a principle applied to A but notsituations, names, etc., that were previamended regulations, the outcome of
to B, and the new ruling holds that itously published over a period of time incases in litigation, or the outcome of a
applies to both A and B, the prior ruling separate rulings. If the new ruling doesService study.

Abbreviations E.O—Executive Order. PHC—Personal Holding Company.

. o ) ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and

formerly used will appear in material published in ERISA—Employee Retirement Income Security Act. PR—Partner.

the Bulletin. EX—Executor. PRS—Partnership.

A—Individual. F—Fiduciary. PTE—Prohibited Transaction Exemption.
Acg—Acquiescence. FC—Foreign Country. Pub. L—Public Law.

B—Individual. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
BE—Beneficiary. FISG—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BK—Bank. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
B.T.A—Board of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —Individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedural Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.
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